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Item 5. Other Events.

On January 25, 1998, Compaq Computer Corporation, a Delaware corporation
("Compaqg"), and Digital Equipment Corporation, a Massachusetts corporation
("Digital"), entered into an Agreement and Plan of Merger (the "Merger
Agreement"). Pursuant to the Merger Agreement and subject to the terms and
conditions set forth therein, a newly formed wholly owned subsidiary of Compaq
will be merged with and into Digital, with Digital to be the surviving
corporation of such merger (the "Merger"), and as a result of the Merger,
Digital will become a wholly owned subsidiary of Compag.

The foregoing description of the terms of the transactions is qualified in
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its entirety by reference to the Merger Agreement. A copy of the Merger
Agreement is filed as Exhibit 2.1 and is incorporated herein by reference.

Item 7. Exhibits.

Exhibit 2.1 Agreement and Plan of Merger dated as of January 25, 1998 among
Digital Equipment Corporation and Compaqg Computer Corporation.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

COMPAQ COMPUTER CORPORATION

Dated: February 11, 1998 By: /s/ Linda S. Auwers
Linda S. Auwers
Vice President and
Associate General Counsel
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER dated as of January 25, 1998 (the "Agreenment")
between Digital Equi pnent Corporation, a Massachusetts corporation (the
"Conpany"), and Conpaq Conputer Corporation, a Del aware corporation
("Parent").

The parties hereto agree as foll ows:

ARTI CLE 1
THE MERGER

SECTION 1.01. The Merger. (a) At the Effective Tinme, a newmy forned
whol | y-owned subsidiary (as defined in Section 10.15) of Parent ("Merger
Subsi di ary") shall be merged (the "Merger") with and into the Conpany in
accordance with the Massachusetts Busi ness Corporation Law ("MBCL"), whereupon
the separate exi stence of Merger Subsidiary shall cease, and the Company shall
be the surviving corporation (the "Surviving Corporation").

(b) As soon as practicable after satisfaction or, to the extent
perm tted hereunder, waiver of all conditions to the Merger set forth herein,
t he Company and Merger Subsidiary will file articles of merger (the "Articles
Of Merger") with the Secretary of State of the Commonweal th of Massachusetts
and make all other filings or recordings required by the MBCL in connection
with the Merger. The "Effective Tinme" shall be the date and time specified in
the Articles of Merger.

(c) From and after the Effective Tinme, the Surviving Corporation
shall possess all the rights, powers, privileges and franchi ses and be subject
to all of the obligations, liabilities, restrictions and disabilities of the

Conmpany and Merger Subsidiary, all as provided under the MBCL.

HP-000217



SECTI ON 1. 02. Sharehol der Approval. This Agreenent shall be submtted
for adoption and approval to the holders of shares of conmon stock, par val ue
$1. 00 per share, of the Conmpany ("Conpany Common Stock"), and the conversion
of the Series A 8-7/8% Cunul ative Preferred Stock, par value $1.00 per share
(" Company Preferred Stock", and together wi th Conmpany Common Stock, "Conpany
St ock") contenpl ated by the Agreenent shall be submitted to the hol ders of
shares of Conpany Preferred Stock, in each case at the Conpany Stockhol der
Meeting (as defined herein) in accordance with the provisions of this
Agreement. The affirmative vote of the holders of two-thirds of the issued

and out standi ng shares of Conpany Common Stock, voting as a class (the "Common
St ockhol der Approval "), is required to approve this Agreenent. The
affirmati ve vote of the holders of two-thirds of the issued and outstanding
shares of Conpany Preferred Stock, voting as a class (the "Preferred

St ockhol der Approval "), is required to approve the conversion of the Conpany
Preferred Stock contenplated by this Agreenent, it being understood that
obt ai ning the Preferred Stockhol der Approval shall not be required in order to
consunmat e the Merger

SECTI ON 1. 03. Conversion of Shares. At the Effective Tine:

(a) Each share of Conpany Conmon Stock outstanding i mediately prior
to the Effective Time, together with the rights ("Rights") attached thereto
i ssued pursuant to the Rights Agreenent dated as of Decenber 11, 1989, between
t he Conpany and First Chicago Trust Conpany of New York, as Rights Agent (the
"Ri ghts Agreement"), shall (except as otherw se provided in Section 1.03(c)
and except for shares held by a Dissenting Holder (as defined herein)) be
converted into the right to receive (i) 0.945 shares (the "Comobn Stock
Consi deration") of common stock, par value $.01 per share, of Parent ("Parent
Common Stock") and (ii) $30.00 in cash (the "Cash Consideration"). The Conmpn
St ock Consideration and the Cash Consideration shall be referred to
collectively herein as the "Merger Consideration."

(b) Each share of Conpany Preferred Stock outstanding i mediately
prior to the Effective Tine shall (except as otherw se provided in Section
1.03(c) and except for shares held by a Dissenting Holder) be converted into
the right to receive one validly issued, fully paid and nonassessabl e share of
Series A Cumul ative Preferred Stock of Parent (the "New Parent Preferred
St ock") which shall have the sane rights, privileges and preferences with
respect to Parent as the Conpany Preferred Stock now has with respect to the
Conpany, and the terns of the New Parent Preferred Stock shall be identical to
those contained in the Conpany's Restated Articles of Organization, as anended
(the "Articles of Organization"”) as currently in effect, except that (i) as a
result of the Merger the issuer thereof shall be Parent rather than the
Conpany and (ii) the par value shall be $0.01 per share; provided, however
that if the Preferred Stockhol der Approval is not obtained, then each share
of Company Preferred Stock outstanding imediately prior to the Effective Tine
shal | (except as otherwi se provided in Section 1.03(c)) renmmin issued and
out st andi ng after the Merger as Conpany Preferred Stock. The rights,
privil eges and preferences of the New Parent Preferred Stock will be set forth
in the "Parent Certificate of Designation". |If the Preferred Stockhol der
Approval is obtained, in accordance with the Deposit Agreenent dated as of
March 1, 1994 anong the Conpany, Citibank, N. A, as depositary, and the
hol ders fromtine to time of the receipts described therein (the "Deposit
Agreement"), the depositary shares of the Conpany representing one-fourth of a

share of Conpany Preferred Stock (the "Company Depositary Shares") will
represent one-fourth of a share of the New Parent Preferred Stock and any
required action to issue depositary shares of Parent representing one-fourth
of a share of New Parent Preferred Stock ("Parent Depositary Shares") in
exchange for Conpany Depositary Shares shall be pronptly taken

(c¢) Each share of Conpany Stock held by the Conpany as treasury stock
or owned by Parent or any of its subsidiaries inmediately prior to the
Ef fective Time shall be cancel ed, and no paynent shall be made with respect
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thereto; and

(d) Each share of common stock of Merger Subsidiary outstanding
i mredi ately prior to the Effective Tine shall be converted into and beconme one
share of common stock of the Surviving Corporation with the sanme rights,
powers and privileges as the shares so converted and shall constitute the only
out st andi ng shares of capital stock of the Surviving Corporation (other than
any Conpany Preferred Stock if the Preferred Stockhol der Approval is not
obt ai ned) .

SECTION 1.04. Dissenter's Rights. (a) No conversion under Section 1.03
hereof shall be made with respect to the shares of Conpany Conmon Stock or
Company Preferred Stock held by a Dissenting Hol der; provided, however, that
each share of Conpany Common Stock or, if the Preferred Stockhol der Approval
i s obtai ned, Conpany Preferred Stock, as the case may be, outstanding
i mredi ately prior to the Effective Time and held by a Dissenting Hol der who
shall, after the Effective Time, withdraw his demand for appraisal or |ose his
right of appraisal, in either case pursuant to the applicable provisions of
the MBCL, shall be deened to be converted, as of the Effective Tine, into the
Merger Consideration or the New Parent Preferred Stock (if the Preferred
St ockhol der Approval has been obtained), as the case may be, as set forth in
Section 1.03 hereof. The term"Dissenting Holder" shall nmean a hol der of the
Conmpany Common Stock or, if the Preferred Stockhol der Approval is obtained,
Conmpany Preferred Stock, as the case may be, who has denmanded appraisal rights
in conpliance with the applicable provisions of the MBCL concerning the right
of such holder to dissent fromthe Merger and demand apprai sal of such
hol der's shares of Conpany Conmmon Stock or Conpany Preferred Stock, as the
case may be.

(b) Any Di ssenting Holder (i) who files with the Conpany a witten
objection to the Merger before the taking of the votes to approve this
Agreenment by the sharehol ders of the Conpany and who states in such objection
that he intends to demand paynment for his shares if the Merger is concluded
and (ii) whose shares are not voted in favor of the Merger shall be entitled
to demand paynment from the Conpany for his shares of Conpany Common Stock or
Conmpany Preferred Stock, as the case may be, and an apprai sal of the val ue

thereof, in accordance with the provisions of Sections 86 through 98 of the
VBCL.

SECTION 1.05. Surrender and Paynment. (a) Prior to the Effective Tine,
Parent shall appoint an agent (the "Exchange Agent") for the purpose of
Exchanging certificates representi ng Conpany Common Stock and Conpany Preferred
Stock (if the Preferred Stockhol der Approval is obtained) (other than shares
held by a Dissenting Holder) (collectively, the "Certificates”) for the Merger
Consi derati on and shares of New Parent Preferred Stock (if the Preferred
St ockhol der Approval is obtained), respectively. As of the Effective Tineg,
Parent will make avail able to the Exchange Agent, as needed, the Merger
Consi deration and the New Parent Preferred Stock (if the Preferred Stockhol der
Approval is obtained) to be paid in respect of shares of Conpany Common Stock
and Conpany Preferred Stock (if the Preferred Stockhol der Approval is
obtained). Promptly after the Effective Tinme, Parent will send, or will cause
the Exchange Agent to send, to each hol der of shares of Conpany Common St ock
and Conpany Preferred Stock (if the Preferred Stockhol der Approval is
obt ai ned) (other than a Dissenting Holder), at the Effective Tine a letter of
transmittal for use in such exchange (which shall specify that the delivery
shall be effected, and risk of loss and title shall pass, only upon proper
delivery of the Certificates to the Exchange Agent).

(b) Each hol der of shares of Conmpany Conmon Stock and Conpany
Preferred Stock (if the Preferred Stockhol der Approval is obtained) that have
been converted into the right to receive the Merger Consideration or New
Parent Preferred Stock (if the Preferred Stockhol der Approval is obtained),
respectively, will be entitled to receive, upon surrender to the Exchange
Agent of a Certificate, together with a properly conpleted letter of
transmittal, the Merger Consideration or the New Parent Preferred Stock (if
the Preferred Stockhol der Approval is obtained) in respect of the Conpany
Common St ock and Conpany Preferred Stock (if the Preferred Stockhol der

HP-000219



Approval is obtained), respectively, represented by such Certificate. Unti

so surrendered, each such Certificate shall, after the Effective Tine,
represent for all purposes only the right to receive such Merger Consideration
or New Parent Preferred Stock (if the Preferred Stockhol der Approval is
obt ai ned), as applicable.

(c) If any portion of the Merger Consideration or the New Parent
Preferred Stock is to be paid to a person (as defined in Section 10.15) other
than the person in whose nanme the Certificate is registered, it shall be a
condition to such paynent that the Certificate so surrendered shall be
properly endorsed or otherwi se be in proper formfor transfer and that the
person requesting such paynment shall pay to the Exchange Agent any transfer or
ot her taxes (as defined in Section 10.15) required as a result of such paynent
to a person other than the registered holder of such Certificate or establish
to the satisfaction of the Exchange Agent that such tax has been paid or is
not payabl e.

(d) After the Effective Tinme, there shall be no further registration
of transfers of shares of Conpany Conmmon Stock or Conpany Preferred Stock (if
the Preferred Stockhol der Approval is obtained). If, after the Effective Tineg,
Certificates (other than Certificates representing Conpany Preferred Stock if
the Preferred Stockhol der Approval is not obtained) are presented to the
Surviving Corporation, they shall be cancel ed and exchanged for the
consi deration provided for, and in accordance with the procedures set forth,
inthis Article.

(e) Any portion of the Merger Consideration or New Parent Preferred
Stock (if the Preferred Stockhol der Approval is obtained) nade available to
t he Exchange Agent pursuant to Section 1.05(a) that remains unclaimed by the
hol ders of shares of Conpany Common St ock or Conpany Preferred Stock (if the
Preferred Stockhol der Approval is obtained), respectively, six nonths after
the Effective Time shall be returned to Parent, upon demand, and any such
hol der who has not exchanged shares of Conmpany Common Stock or Conpany
Preferred Stock (if the Preferred Stockhol der Approval is obtained) for the
Mer ger Consideration or New Parent Preferred Stock, respectively, in
accordance with this Section prior to that tine shall thereafter ook only to
Parent for payment of the Merger Consideration or issuance of New Parent
Preferred Stock (if the Preferred Stockhol der Approval is obtained) in respect
of such shares of Company Common Stock or Conpany Preferred Stock (if the
Preferred Stockhol der Approval is obtained). Notwithstanding the foregoing,
Parent shall not be liable to any hol der of shares of Conpany Conmon Stock or
Company Preferred Stock for any anopunt paid to a public official pursuant to
appl i cabl e abandoned property laws. Any anmounts renai ni ng unclai med by
hol ders of shares of Conmpany Common Stock or Conpany Preferred Stock (if
Preferred Stockhol der Approval is obtained) two years after the Effective Tine
(or such earlier date imediately prior to such time as such ampbunts woul d
ot herwi se escheat to or becone property of any governnental entity) shall, to
the extent pernitted by applicable |law, become the property of Parent free and
clear of any clainms or interest of any person previously entitled thereto.

(f) No di vidends, interest or other distributions with respect to
securities of Parent constituting part of the Merger Consideration or New
Parent Preferred Stock (if the Preferred Stockhol der Approval is obtained)
shall be paid to the holder of any unsurrendered Certificates until such
Certificates are surrendered as provided in this Section. Upon such
surrender, there shall be paid, without interest, to the person in whose nane
the securities of Parent have been registered, all dividends, interest and
ot her distributions payable in respect of such securities on a date subsequent
to, and in respect of a record date after, the Effective Tine.

SECTION 1.06. Stock Options. As of the Effective Time, each option to
purchase shares of Conmpany Common Stock outstandi ng under any enpl oyee or

di rector stock option or conpensation plan or arrangenent of the Conpany shal
be cancel ed, and Parent shall issue in exchange therefor a fully vested and
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exerci sabl e option to purchase shares of Parent Conmon Stock (a "Substitute
Option"). Such Substitute Option shall be a non-qualified stock option and
shall not be subject to favorable tax treatment in the United States or any
other jurisdiction. The nunber of shares of Parent Conmon Stock subject to
such Substitute Option (rounded to the nearest whol e share) and the exercise
price thereunder (rounded to the nearest whole cent) shall be computed in
conpliance with the requirenments of Section 424(a) of the Internal Revenue
Code of 1986 (the "Code") and such Substitute Option shall be subject to al
of the other terns and conditions of the original option to which it rel ates.

Prior to the Effective Time, the Conpany will obtain such consents, if any, as
may be necessary to give effect to the transactions contenplated by this
Section. In addition, prior to the Effective Tinme, the Conpany will nmake any

amendnents to the terms of such stock option or conpensation plans or
arrangenents that are necessary to give effect to the transactions
contenplated by this Section. Except as expressly set forth in this Section,
the Company will not, after the date hereof, without the witten consent of
Parent, (i) amend any outstanding option to acquire shares of Conpany Stock or
(ii) grant any stock option or other stock-based conpensati on award.
Notwi t hst andi ng the foregoing, all options to acquire shares of Conpany Common
Stock will be anended to all ow enpl oyees who are hol ders of outstanding
options on the date of their term nation of enploynent to exercise such
options for a period of thirty (30) days (or until the end of the original
option termif earlier) following a term nation of enploynent for any reason
(unl ess the applicable option agreenent provides for a | onger period of
post-term nati on exercise with respect to such termnation, in which case such
| onger period shall apply).

SECTION 1.07. Enployee Stock Purchase Plans. As of the earlier of My 31,
1998 or Effective Tine (the "Term nation Date"), the Conpany's 1968 Enpl oyee
St ock Purchase Plan and the 1981 International Enployee Stock Purchase Pl an
shall be term nated. The rights of participants in such Plans with respect to
any offering period then underway under such Plan shall be determ ned by
treating the | ast business day prior to the Term nation Date as the | ast day
of such offering period and by making such other pro-rata adjustnents as may
be necessary to reflect the reduced offering period but otherw se treating
such offering period as a fully effective and conpleted offering period for
all purposes of such Plans. Prior to the Term nation Date, the Conpany shal l
take all actions (including, if appropriate, amending the terns of such Pl ans)
that are necessary to give effect to the transactions contenplated by this
Secti on.

SECTION 1.08. Stock Units. As of the Effective Time, each outstanding
Stock unit under the Conpany's Deferred Conmpensation Plan for Executives and
t he Conmpany's Deferred Conpensation Plan for Non-Enployee Directors shall be
anmended or converted into a simlar instrument of Parent, in each case with

such adjustnents as are appropriate to preserve the value inherent in such
Company stock units with no detrinental effects on the holders thereof. The
other terns of each such Conpany stock units, and the plans or agreenments
under which they were issued to the extent they relate to such Conpany stock
units, shall continue to apply in accordance with their ternms. Nothing herein
shall require Parent or any of its subsidiaries to allow any additional
deferrals into stock units under any such plans on and after the Effective

Ti me.

SECTION 1.09. Adjustnents. |If at any tine during the period between the
date of this Agreenent and the Effective Tinme, any change (other than
cancel l ati on of the Conpany's 1968 Enpl oyee Stock Purchase Plan and the 1981
I nternational Enployee Stock Purchase Plan) in the outstanding shares of
capital stock of Parent shall occur, including by reason of any
reclassification, recapitalization, stock split or conbination, exchange or
readj ust ment of shares, or any stock dividend thereon with a record date during
such period, the Merger Consideration shall be adjusted appropriately.

SECTION 1.10. Fractional Shares; Options on Fractional Shares. No
fractional shares of Parent Common Stock shall be issued in the Merger. Al
fractional shares of Parent Common Stock that a hol der of shares of Company
Stock would otherwi se be entitled to receive as a result of the Merger shall
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be aggregated and if a fractional share results from such aggregati on, such
hol der shall be entitled to receive, in lieu thereof, an ampunt in cash
determined by nultiplying the closing sale price of the Parent Common Stock on
the New York Stock Exchange ("NYSE"') on the trading day i mediately preceding
the Effective Tinme by the fraction of a share of Parent Common Stock to which
such hol der woul d ot herwi se have been entitled. No options covering
fractional shares of Parent Common Stock shall be issued in the Merger

SECTION 1.11. Wthholding Rights. Each of the Surviving Corporation and
Parent shall be entitled to deduct and withhold fromthe consideration
ot herwi se payable to any person pursuant to this Article such anpunts as it is
required to deduct and withhold with respect to the maki ng of such paynent
under any provision of federal, state, local or foreign tax law. To the extent
that ampunts are so withheld by the Surviving Corporation or Parent, as the
case may be, such withheld anounts shall be treated for all purposes of this
Agreenment as having been paid to the holder of the shares of Conpany Stock in
respect of which such deduction and wi thhol di ng was nade by the Surviving
Corporation or Parent, as the case may be.

SECTION 1.12. Lost Certificates. |If any Certificate shall have been
| ost, stolen or destroyed, upon the making of an affidavit of that fact by the
person claimng such Certificate to be lost, stolen or destroyed and, if
required by the Surviving Corporation, the posting by such person of a bond,

in such reasonabl e anount as the Surviving Corporation nmay direct, as

i ndemmi ty agai nst any claimthat may be made against it with respect to such
Certificate, the Exchange Agent will issue in exchange for such lost, stolen
or destroyed Certificate the Merger Consideration or New Parent Preferred
Stock (if the Preferred Stockhol der Approval is obtained) to be paid in
respect of the shares of Conpany Common Stock or Conpany Preferred Stock (if
the Preferred Stockhol der Approval is obtained), respectively, represented by
such Certificates as contenplated by this Article.

SECTION 1.13. Closing. The closing of the Merger (the "CLOSING') will
take place at 10:00 a.m on a date to be specified by the parties (the "CLOSING
DATE"), which shall be no later than the second busi ness day after
satisfaction or waiver of the conditions set forth in Article 8, unless
another time or date is agreed to by the parties hereto. The Closing will be
hel d at such location as is agreed to by the parties hereto.

ARTI CLE 2
THE SURVI VI NG CORPORATI ON

SECTION 2.01. Articles of Organization. The Articles of Organization of
the Conmpany in effect at the Effective Tinme shall be the Articles of
Organi zation of the Surviving Corporation until amended in accordance with
applicable | aw.

SECTION 2.02. Bylaws. The bylaws of the Conpany in effect at the
Ef fective Tine shall be the bylaws of the Surviving Corporation until amended
in accordance with applicable I aw

SECTION 2.03. Directors and Officers. Fromand after the Effective Tine,
until successors are duly elected or appointed and qualified in accordance
with applicable law, (i) the directors of Merger Subsidiary at the Effective
Tinme shall be the directors of the Surviving Corporation and (ii) the officers
(as defined in Section 10.15) of the Conpany at the Effective Time shall be
the officers of the Surviving Corporation.

ARTI CLE 3
Represent ati ons and Warranti es of the Conpany

The Conpany represents and warrants to Parent that, except for
i naccuracies in the representations and warranties resulting from conpliance
by the Conpany with any of its obligations under this Agreement or actions
HP-000222



taken by the Conpany in accordance with Sections 5.02, 5.03, 7.01 or 7.02 and
except as disclosed in the Conpany Schedul e of Exceptions or in the Conpany
SEC Filings (as defined herein) filed prior to the date hereof:

SECTION 3.01. Corporate Existence and Power. The Conpany is a corporation
duly incorporated, validly existing and in good standi ng under the |laws of the
Commonweal t h of Massachusetts and has all corporate powers and al
governnental |icenses, authorizations, pernmts, consents and approval s
required to carry on its business as now conducted, except for those |icenses,
aut horizations, pernits, consents and approvals the absence of which would
not, individually or in the aggregate, have a material adverse effect (as
defined in Section 10.15) on the Company. The Conpany is duly qualified to do
busi ness as a foreign corporation and is in good standing in each jurisdiction
where such qualification is necessary, except for those jurisdictions where
failure to be so qualified would not, individually or in the aggregate, have a
mat eri al adverse effect on the Conpany. The Conpany has heretofore delivered
to Parent true and conplete copies of the Articles of Organization and byl aws
of the Conpany as currently in effect.

SECTI ON 3.02. Corporate Authorization. (a) The execution, delivery and
performance by the Conpany of this Agreenment and the consunmation of the
transactions contenpl ated hereby are within the Conpany's corporate powers
and, except for the required approval of the hol ders of Conpany Common Stock
in connection with the consummati on of the Merger, have been duly authorized
by all necessary corporate action. The affirmative vote of the hol ders of
two-thirds of the outstanding shares of Conmpany Common Stock is the only vote
of the holders of any of the Conpany's capital stock necessary in connection
with the consunmation of the Merger. Except for the vote of the holders of
Company Preferred Stock contenplated by Section 1.02 (which is not necessary
to permt the consunmati on of the Merger), no other vote of the holders of the
Conpany's capital stock is necessary in connection with the conversion of the
Conmpany Preferred Stock contenplated by this Agreement. This Agreenent
constitutes a valid and bi ndi ng agreenent of the Conpany.

(b) The Conpany's Board of Directors, at a neeting duly called and
hel d, has unaninously (i) determ ned that this Agreenent and the transactions
contenpl ated hereby (including the Merger) are fair to and in the best
interests of the Conpany's stockholders, (ii) approved and adopted this
Agreenment and the transactions contenpl ated hereby (including the Merger),
whi ch approval satisfies in full any applicable requirements of the MBCL and
any applicable requirenments of Chapters 110C, 110D and 110F of the
Massachusetts General Law, and (iii) resolved (subject to Section 5.02(b)) to
reconmend approval and adoption of this Agreenent by the hol ders of Conpany
Common St ock.

SECTI ON 3. 03. Governnental Authorization. The execution, delivery and
performance by the Conpany of this Agreement and the consummati on by the
Conmpany of the transactions contenpl ated hereby require no action by or in
respect of, or filing with, any governnental body, agency, official or
authority other than (a) the filing of the Articles of Merger in accordance
with the MBCL, (b) conpliance with any applicable requirenents of the
Hart - Scott-Rodi no Antitrust |Inprovenents Act of 1976 ("HSR Act"), the
Securities Act of 1933 ("1933 Act"), the Securities Exchange Act of 1934
("1934 Act"), foreign or state securities or Blue Sky |laws and Counci
Regul ation No. 4064/89 of the European Community (the "EC Merger Regul ation"),
and (c) any other filings, approvals or authorizations which, if not obtained
woul d not, individually or in the aggregate, have a material adverse effect on
the Conmpany or materially inpair the ability of the Conpany to consunmate the
transactions contenplated by this Agreenent.

SECTI ON 3.04. Non-contravention. The execution, delivery and performance
by the Conpany of this Agreenent and the consunmation by the Conmpany of the
transactions contenpl at ed hereby does not and will not (i) violate the
Articles of Organization or bylaws of the Conpany, (ii) assum ng conpliance
with the matters referred to in Section 3.03, violate any applicable |aw,
rule, regulation, judgment, injunction, order or decree, (iii) require any
consent or other action by any person under, constitute a default under, or
give rise to any right of term nation, cancellation or acceleration of any

HP-000223



right or obligation of the Company or any of its subsidiaries or to a | oss of
any benefit to which the Conpany or any of its subsidiaries is entitled under
any provision of any agreenent or other instrunent binding upon the Conpany or
any of its subsidiaries or any license, franchise, permt, certificate,
approval or other simlar authorization affecting, or relating in any way to,
the assets or business of the Conmpany or any of its subsidiaries or (iv)
result in the creation or inposition of any Lien (as defined herein) on any
asset of the Conpany or any of its subsidiaries except, in the case of clauses
(ii), (iii) and (iv), for such matters as would not, individually or in the
aggregate, have a material adverse effect on the Conpany or materially inpair
the ability of the Conpany to consummate the transactions contenplated by this
Agreenment. "Lien" nmeans, with respect to any property or asset, any nortgage,

lien, pledge, charge, security interest, encunbrance or other adverse clai m of
any kind in respect of such property or asset.

SECTION 3.05. Capitalization. The authorized capital stock of the
Company consi sts of 450, 000, 000 shares of Conpany Common Stock and 25, 000, 000
shares of preferred stock of the Conpany (of which 4,000,000 shares are
designated as Series A 8-7/8% Cunul ative Preferred Stock). As of December 27,
1997, there were outstanding 146, 789, 296 shares of Conpany Common Stock
4,000, 000 shares of Conpany Preferred Stock, options to purchase an aggregate
of approximtely 14,470,000 shares of Conpany Conmon Stock at an average
exercise price of $43.70 per share and an aggregate of 214,638 shares of
Conpany Conmon Stock issued or relating to restricted stock awards or other
stock- based conpensati on arrangenents. All outstanding shares of capita
stock of the Conpany have been duly authorized and validly issued and are
fully paid and non-assessable. Except as set forth in this Section and except
for changes since Decenber 27, 1997 resulting fromthe exercise of enployee
stock options outstanding on such date, there are no outstanding (i) shares of
capital stock or voting securities of the Conpany, (ii) securities of the
Company convertible into or exchangeabl e for shares of capital stock or voting
securities of the Conpany or (iii) options, restricted stock, other
st ock- based conpensati on awards or other rights to acquire fromthe Conpany or
ot her obligation of the Conpany to issue, any capital stock, voting securities
or securities convertible into or exchangeable for capital stock or voting
securities of the Conpany. There are no outstandi ng obligations of the Conpany
or any of its subsidiaries to repurchase, redeem or otherwi se acquire any
securities referred to in clauses (i), (ii) or (iii) above.

SECTI ON 3.06. Subsidiaries. (a) Each subsidiary of the Conpany is a
corporation duly incorporated, validly existing and in good standing under the
laws of its jurisdiction of incorporation, has all corporate powers and al
governnental |icenses, authorizations, permts, consents and approvals
required to carry on its business as now conducted, except for those licenses,
aut hori zations, permts, consents and approvals the absence of which would
not, individually or in the aggregate, have a material adverse effect on the
Company. Each subsidiary of the Conpany is duly qualified to do business as a
foreign corporation and is in good standing in each jurisdiction where such
qualification is necessary, except for those jurisdictions where failure to be
so qualified would not, individually or in the aggregate, have a materia
adverse effect on the Company. All material subsidiaries of the Conpany and
their respective jurisdictions of incorporation are identified in the
Company's annual report on Form 10-K for the fiscal year ended June 28, 1997
(" Conpany 10-K").

(b) All of the outstanding capital stock of, or other voting
securities or ownership interests in, each material subsidiary of the Conpany

is owned by the Conpany, directly or indirectly, free and clear of any Lien
and free of any other limtation or restriction (including any restriction on
the right to vote, sell or otherw se dispose of such capital stock or other

voting securities or ownership interests), other than any restrictions inposed
under the 1933 Act. Except as set forth in this Section, there are no
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outstanding (i) shares of capital stock or other voting securities or
ownership interests in any of the Conpany's subsidiaries, (ii) securities of
the Company or any of its subsidiaries convertible into or exchangeable for
shares of capital stock or other voting securities or ownership interests in
any of the Conpany's subsidiaries or (iii) options or other rights to acquire
fromthe Conmpany or any of its subsidiaries, or other obligation of the
Company or any of its subsidiaries to issue, any capital stock or other voting
securities or ownership interests in, or any securities convertible into or
exchangeabl e for any capital stock or other voting securities or ownership
interests in, any of the Conpany's subsidiaries. There are no outstanding
obligations of the Conpany or any of its subsidiaries to repurchase, redeem or
ot herwi se acquire any of the securities referred to in clauses (i), (ii) or
(iii) above.

SECTION 3.07. SEC Filings. (a) The Conpany has delivered to Parent (i)
t he Conmpany's annual report on Form 10-K for its fiscal year ended June 28,
1997, (ii) its quarterly report on Form 10-Q for its fiscal quarter ended
Sept ember 28, 1997, (iii) its proxy or information statements relating to
meeti ngs of, or actions taken wi thout a meeting by, the stockhol ders of the
Conpany held since June 28, 1997 and (iv) all of its other reports,
statenents, schedules and registration statenents filed with the Securities
and Exchange Commi ssion ("SEC') since June 28, 1997 (the docunents referred to
in this Section 3.07(a) being referred to collectively as the "COVWANY SEC
FILINGS"). The Conpany's quarterly report on Form 10-Q for its fiscal quarter
ended Septenmber 28, 1997 is referred to herein as the "COWANY 10-Q'.

(b) As of its filing date, each Conpany SEC Filing conplied as to
formin all material respects with the applicable requirenents of the 1933 Act
and the 1934 Act.

(c) As of its filing date, each Conpany SEC Filing filed pursuant to
the 1934 Act did not contain any untrue statenent of a material fact or omt
to state any material fact necessary in order to make the statenents made
therein, in the light of the circunstances under which they were nade, not
m sl eadi ng.

(d) Each such registration statement, as anended or supplenented, if
applicable, filed pursuant to the 1933 Act did not, as of the date such
statenment or amendnent becane effective, contain any untrue statenent of a
material fact or onmit to state any material fact required to be stated therein
or necessary to make the statenents therein not m sleading

SECTION 3.08. Financial Statements. The audited consolidated financia
statenments and unaudited consolidated interimfinancial statenments of the
Company included in the Conmpany SEC Filings fairly present, in conformty with
United States generally accepted accounting principles ("GAAP') applied on a
consi stent basis (except as may be indicated in the notes thereto), the
consol idated financial position of the Conpany and its subsidiaries as of the
dates thereof and their consolidated results of operations and cash flows for
the periods then ended (subject to normal year-end adjustnents in the case of
any unaudited interimfinancial statements). For purposes of this Agreenent,
"Conpany Bal ance Sheet" neans the consolidated bal ance sheet of the Conpany as
of Septenmber 28, 1997 set forth in the Conpany 10-Q and " Conpany Bal ance Sheet
Dat e" neans Septenber 28, 1997.

SECTION 3.09. Disclosure Docunents. (a) The proxy or information
statenent of the Conpany to be filed with the SEC in connection with the Merger
(the "Conpany Proxy Statenent") and any anendnents or supplenments thereto will,
when filed, conply as to formin all material respects with the applicable
requi renments of the 1934 Act. At the time the Conpany Proxy Statenment or any
amendnment or supplenment thereto is first mailed to stockhol ders of the Conpany
and at the tinme such stockhol ders vote on the approval and adoption of this
Agreenent, the Conpany Proxy Statenent, as supplenented or anmended, if
applicable, will not contain any untrue statenent of a material fact or omt
to state any material fact necessary in order to make the statenents contained
therein, in the light of the circunstances under which they were nade, not
m sl eadi ng. The foregoing representations and warranties will not apply to
statenments or om ssions included in the Conpany Proxy Statenent or any

HP-000225



amendnment or suppl enent thereto based upon information furnished to the
Conmpany by Parent for use therein.

(b) None of the information furnished to Parent for use in (or
i ncorporation by reference in) the Registration Statenent (as defined in
Section 4.09(a)) or any anendnent or supplenent thereto will contain, at the

time the Registration Statenent or any anmendnent or suppl ement thereto becones
effective or at the Effective Time, any untrue statenment of a material fact or
onmit to state any material fact required to be stated therein or necessary in
order to nmake the statenments contained therein not m sl eading

SECTI ON 3.10. Absence of Certain Changes. Since the Conpany Bal ance
Sheet Date, the business of the Conpany and its subsidiaries has been
conducted in the ordinary course consistent with past practices and there has
not been:

(a) any event, occurrence, devel opnent or state of circunstances or
facts which would, individually or in the aggregate, have a material adverse
effect on the Conpany (other than adverse effects resulting fromthe execution

and performance of this Agreenent, changes in general econon c conditions or
general changes in the conputer industry);

(b) any decl aration, setting aside or paynment of any dividend or
other distribution with respect to any shares of capital stock of the Conpany
ot her than dividends not exceeding $8,875,000 in the aggregate per quarter on
the Conmpany Preferred Stock, or any repurchase, redenption or other
acquisition by the Conpany or any of its subsidiaries of any outstanding
shares of capital stock or other securities of, or other ownership interests
in, the Conpany or any of its subsidiaries;

(c) except for amendnents to the Conpany's Rights Agreenent
contenpl ated by Section 3.21, any amendment of any material term of any
outstandi ng security of the Conpany or any of its subsidiaries;

(d) any incurrence, assunption or guarantee by the Conpany or any of
its subsidiaries of any nmaterial indebtedness for borrowed noney other than in
the ordinary course and in anounts and on terms consistent w th past
practi ces;

(e) any creation or other incurrence by the Conpany or any of its
subsi diaries of any Lien on any material asset other than in the ordinary
course consistent with past practices;

(f) any meking of any material |oan, advance or capital contributions
to or investnment in any person other than | oans, advances or capital
contributions to or investnments in wholly-owned subsidiaries of the Conpany
made in the ordinary course consistent with past practices;

(9) as of the date hereof, any dammge, destruction or other casualty
| oss (whether or not covered by insurance) affecting the business or assets of
the Company or any of its subsidiaries which would, individually or in the
aggregate, have a material adverse effect on the Conpany;

(h) any transaction or conmtnent made, or any contract or agreenent
entered into, by the Conpany or any of its subsidiaries relating to its assets
or business (including the acquisition or disposition of any assets) or any
reli nqui shment by the Conpany or any of its subsidiaries of any contract or
other right, in either case, material to the Conpany and its subsidiaries,
taken as a whol e, other than transactions and conmtnments in the ordinary
course consistent with past practices and those contenplated by this
Agr eenment;

(i) any change in any nethod of accounting, nmethod of tax accounting,
or accounting practice by the Conpany or any of its subsidiaries, except for
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any such change required by reason of a concurrent change in GAAP or
Regul ati on S- X promnul gated under the 1934 Act;

(i) any (i) grant of any severance or term nation pay to any current
or former director, officer or enployee of the Company or any of its
subsidiaries, (ii) increase in benefits payable under any existing severance
or termnation pay policies or enploynment agreenents, (iii) entering into of
any enployment, deferred conpensation or other simlar agreenent (or any
anmendnent to any such existing agreenment) with any current or fornmer director
of ficer or enployee of the Conpany or any of its subsidiaries, (iv)
establishnent, adoption or anendnent (except as required by applicable |Iaw) of
any collective bargai ning, bonus, profit sharing, thrift, pension, retirement,
def erred conpensation, conpensation, stock option, restricted stock or other
benefit plan or arrangement covering any current or former director, officer
or enmpl oyee of the Conpany or any of its subsidiaries, or (v) increase in
conpensati on, bonus or other benefits payable or otherwi se made available to
any current or former director, officer or enployee of the Conpany or any of
its subsidiaries (other than ordinary course salary increases for enpl oyees
ot her than officers and directors);

(k) any material |abor dispute, other than routine individua
grievances, or, to the know edge (as defined in Section 10.15) of the Conpany,
any activity or proceeding by a | abor union or representative thereof to
organi ze any enpl oyees of the Conmpany or any of its subsidiaries, which
enpl oyees were not subject to a collective bargaining agreement at the Conpany
Bal ance Sheet Date, or any material |ockouts, strikes, slowdowns, work
stoppages or threats thereof by or with respect to such enpl oyees; or

() any tax election or any settlenment or conpronm se of any tax
liability, in either case that is material to the Conpany and its
subsi di aries, taken as a whol e.

SECTION 3.11. No Undisclosed Material Liabilities. As of the date
hereof, there are no liabilities of the Conpany or any of its subsidiaries of
any ki nd whatsoever, whether accrued, contingent, absolute, determ ned,
determi nabl e or otherwise, and there is no existing condition, situation or
set of circumstances which could reasonably be expected to result in such a
liability, other than:

(a) liabilities or obligations provided for in the Conpany Bal ance
Sheet or disclosed in the notes thereto;

(b) other liabilities or obligations, which would not, individually
or in the aggregate, have a material adverse effect on the Conpany; and

(c) liabilities or obligations under this Agreenment.

SECTION 3.12. Conpliance with Laws and Court Orders. The Conpany and
each of its subsidiaries is and has been in conpliance with, and to the
know edge of the Conpany, is not under investigation with respect to and has
not been threatened to be charged with or given notice of any violation of,
any applicable law, rule, regulation, judgment, injunction, order or decree,
except for such matters as would not, individually or in the aggregate, have a
mat eri al adverse effect on the Conpany.

SECTION 3.13. Litigation. Except as set forth in the Conmpany SEC
Filings prior to the date hereof, there is no action, suit, investigation
audit or proceedi ng pendi ng against, or to the know edge of the Conpany
t hr eat ened agai nst or affecting, the Conpany or any of its subsidiaries or any
of their respective properties before any court or arbitrator or any
gover nnent al body, agency or official which would, individually or in the
aggregate, have a material adverse effect on the Conpany.

SECTION 3.14. Finder's Fees. Except for Lehman Brothers, a copy of whose
engagenent agreenent has been provided to Parent, there is no investnment
banker, broker, finder or other internediary which has been retained by or is
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aut horized to act on behalf of the Conpany or any of its subsidiaries who
m ght be entitled to any fee or commission in connection with the transactions
contenpl ated by this Agreenent.

SECTI ON 3.15. Taxes. Except as set forth in the Conpany Bal ance Sheet
(including the notes thereto) and except as would not, individually or in the
aggregate, have a material adverse effect on the Conpany, (i) all tax returns,
statenents, reports and forns (collectively, the "Conpany Returns") required
to be filed with any taxing authority by, or with respect to, the Conpany and
its subsidiaries and each affiliated, combined, consolidated or unitary group
of which the Conpany is a nmenber are true, correct and conplete and have been
filed in accordance with all applicable laws; (ii) the Conpany and its
subsidiaries have timely paid all taxes shown as due and payable on the
Conmpany Returns that have been so filed (other than taxes which are being
contested in good faith and for which adequate reserves are reflected on the
Conpany Bal ance Sheet) and, as of the tinme of filing, the Conpany Returns
correctly reflected the facts regarding the i ncome, business, assets,
operations, activities and the status of the Conpany and its subsidiaries;
(iii) the Conpany and its subsidiaries have nade adequate provision in
accordance with GAAP for all taxes payable by the Conpany and its subsidiaries
for which no Conpany Return has yet been filed; (iv) the charges, accruals and
reserves for taxes with respect to the Conpany and its subsidiaries reflected
on the Conpany Bal ance Sheet are adequate under GAAP to cover the tax
liabilities accruing through the date thereof; (v) there is no action, suit,
proceedi ng, audit or claimnow proposed or pending against or with respect to
the Conpany or any of its subsidiaries in respect of any tax where there is a

reasonabl e possibility of an adverse determ nation; (vi) neither the Conpany
nor any of its subsidiaries has been a United States real property hol ding
corporation within the nmeaning of Section 897(c)(2) of the Code during the
applicabl e period specified in Section 897(c)(1)(A)(ii) of the Code; and (vii)
nei ther the Conpany nor any of its subsidiaries has been a nenber of an
affiliated, consolidated, combined or unitary group other than one of which

t he Conpany was the common parent.

SECTI ON 3.16. Enpl oyees Benefit Plans. (a Prior to the date hereof, the
Conpany has provided Parent with a list identifying each material "enployee
benefit plan,” as defined in Section 3(3) of the Enployee Retirenent |nconme
Security Act of 1974 ("ERI SA"), each enpl oyment, severance or simlar
contract, plan, arrangement or policy applicable to any director, former
director, enployee or fornmer enployee of the Conpany or any of its affiliates
(as defined in Section 10.15) and each material plan or arrangenent, (witten
or oral), providing for conpensation, bonuses, profit-sharing, stock option or
other stock related rights or other forns of incentive or deferred
conpensation, vacation benefits, insurance coverage (including any
sel f-insured arrangenents), health or medical benefits, disability benefits,
wor kers' conpensati on, supplenental unenploynent benefits, severance benefits
and post-enploynment or retirenment benefits (including conpensation, pension,
health, medical or life insurance benefits) which is maintained, adm nistered
or contributed to by the Conpany or any of its affiliates and covers any
enpl oyee or director or fornmer enployee or director of the Conpany or any of
its affiliates, or under which the Conmpany or any of its affiliates has any
liability. Such plans are referred to collectively herein as the "Conpany
Enmpl oyee Pl ans™.

(b) Each Company Enpl oyee Pl an has been maintained in conpliance with
its terns and with the requirements prescribed by any and all statutes, order,
rules and regul ations (including but not linmted to ERI SA and the Code) which
are applicable to such Plan, except where failure to so conmply would not,

i ndividually or in the aggregate, have a material adverse effect on the
Conpany.

(¢c) Nei t her the Conmpany nor any affiliate of the Conpany has incurred
a liability under Title IV of ERI SA that has not been satisfied in full, and
no condition exists that presents a material risk to the Conpany or any
affiliate of the Conpany of incurring any such liability other than liability
for prem unms due the Pension Benefit Guaranty Corporation (which prem uns have
been pai d when due).
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(d) Each Conpany Enpl oyee Plan which is intended to be qualified under
Section 401(a) of the Code is so qualified and has been so qualified during
the period fromits adoption to date, and each trust formng a part thereof is
exenmpt from tax pursuant to Section 501(a) of the Code.

(e) No director or officer or other enployee of the Conpany or any of
its subsidiaries will beconme entitled to any retirenent, severance or simlar
benefit or enhanced or accelerated benefit solely as a result of the
transacti ons contenpl ated hereby. Wthout Iimting the generality of the
foregoing, no anount required to be paid or payable to or with respect to any
enpl oyee of the Conpany or any of its subsidiaries in connection with the
transactions contenpl ated hereby (either solely as a result thereof or as a
result of such transactions in conjunction with any other event) will be an
"excess parachute paynent” within the nmeaning of Section 280G of the Code.

(f) Except as set forth in the Conmpany SEC Filings prior to the date
hereof, no Conpany Enpl oyee Pl an provides post-retirement health and nedi cal
life or other insurance benefits for retired enpl oyees of the Conpany or any
of its subsidiaries.

(9) There has been no anmendment to, witten interpretation or
announcenment (whether or not witten) by the Conpany or any of its affiliates
relating to, or change in enployee participation or coverage under, any
Company Enpl oyee Pl an which would increase nmaterially the expense of
mai nt ai ni ng such Conpany Enpl oyee Pl an above the | evel of the expense incurred
in respect thereof for the 12 nonths ended on the Conpany Bal ance Sheet Date.

SECTION 3.17. Environmental Matters. (a) Except as set forth in the
Conpany SEC Filings prior to the date hereof and except as would not,
individually or in the aggregate, have a material adverse effect on the
Conpany,

(i) no notice, notification, demand, request for infornmation
citation, sumons or order has been received, no conplaint has been filed, no
penalty has been assessed, and no investigation, action, claim suit,
proceeding or review is pending or, to the know edge of the Conpany, is
t hreat ened by any governnental entity or other person relating to or arising
out of any Environnental Law,

(ii) the Conpany is and has been in conpliance with all Environmental
Laws and all Environnental Permts; and

(iii) there are no liabilities of or relating to the Conpany or any of
its subsidiaries of any kind whatsoever, whether accrued, contingent,
absol ute, determ ned, determ nable or otherwi se arising under or relating to
any Environnmental Law and there are no facts, conditions, situations or set of
ci rcunst ances which coul d reasonably be expected to result in or be the basis
for any such liability.

(b) The following terns shall have the meaning set forth bel ow

"Conmpany" and "its subsidiaries" shall, for purposes of this Section,
i nclude any entity which is, in whole or in part, a corporate predecessor of
the Conmpany or any of its subsidiaries.

"Environnental Laws" neans any federal, state, local or foreign | aw
(including, without limtation, common |aw), treaty, judicial decision
regul ation, rule, judgment, order, decree, injunction, permt or governmental
restriction or requirenment or any agreenent with any governnental authority or
other third party, relating to hunman health and safety or the environment and
arising fromthe use, presence, disposal, discharge or rel ease of pollutants,
cont am nants, wastes or chem cals or any toxic, radioactive, ignitable,
corrosive, reactive or otherw se hazardous substances, wastes or materials.
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"Environmental Pernits" neans, with respect to any person, all permts,
li censes, franchises, certificates, approvals and other simlar authorizations
of governmental authorities relating to or required by Environnental Laws and
affecting, or relating in any way to, the business of such person as currently
conduct ed.

SECTI ON 3.18. Purchase Accounting Treatnent. The Conpany intends that
the Merger be accounted for under the "purchase" method of accounting.

SECTION 3.19. Opinion of Financial Advisor. The Conmpany's Board of
Directors has received the opinion of Lehman Brothers, financial advisor to the
Conpany, to the effect that, as of the date of this Agreement, the Merger
Consi deration and the New Parent Preferred Stock (if the Preferred Stockhol der
Approval is obtained) is fair to the holders of Conmpany Common Stock and
Company Preferred Stock (if the Preferred Stockhol der Approval is obtained),
respectively, froma financial point of view, and such opinion has not been
wi t hdr awn.

SECTION 3.20. Patents and Other Proprietary Rights. The Conpany and its
subsi di aries have rights to use, whether through ownership, licensing or
otherwi se, all patents, trademarks, service marks, trade nanes, copyrights,
trade secrets, and other proprietary rights and processes of which the Conpany
is aware that are naterial to its business as now conducted (collectively the
"Conpany Intellectual Property Rights"). Except for such matters as would
not, individually or in the aggregate, have a material adverse effect on the
Conpany, (a) the Conpany and its subsidiaries have not assigned, hypothecated
or otherwi se encunbered any of the Conmpany Intellectual Property Rights and
(b) none of the licenses included in the Conpany Intellectual Property Rights

purports to grant sole or exclusive licenses to another person including,
without limtation, sole or exclusive licenses limted to specific fields of
use. To the best of the Conpany's know edge, the patents owned by the Conpany
and its subsidiaries are valid and enforceabl e and any patent issuing from
patent applications of the Conpany and its subsidiaries will be valid and
enforceabl e, except as such invalidity or unenforceability would not,
individually or in the aggregate, have a nmaterial adverse effect on the
Conpany. The Conmpany has no know edge of any infringement by any other person
of any of the Conpany Intellectual Property Rights, and the Conpany and its
subsi di ari es have not, to the Conmpany's know edge, entered into any agreenent
to indemify any other party against any charge of infringenent of any of the
Conmpany Intell ectual Property Rights, except for such matters as woul d not,
individually or in the aggregate, have a nmaterial adverse effect on the
Conmpany. To the best of the Conpany's know edge, the Conpany and its
subsi di ari es have not and do not violate or infringe any intellectual property
ri ght of any other person, and neither the Conpany nor any of its subsidiaries
have received any comuni cation alleging that it violates or infringes the
intellectual property right of any other person, except for such matters as
woul d not, individually or in the aggregate, have a material adverse effect on
t he Company. Except for such matters as would not, individually or in the
aggregate, have a material adverse effect in the Conpany, the Conpany and its
subsi di ari es have not been sued for infringing any intellectual property right
of another person. None of the Conmpany Intellectual Property Rights or other
know how relating to the business of the Company and its subsidiaries, the

val ue of which to the Conpany is contingent upon maintenance of the
confidentiality thereof, has been disclosed by the Conpany or any affiliate
thereof to any person other than those persons who are bound to hold such
information in confidence pursuant to confidentiality agreenments or by
operation of |aw

SECTION 3.21. Antitakeover Statutes and Ri ghts Agreenent. The Board of
Directors of the Conpany has approved this Agreenment and the transactions
contenpl at ed hereby, and neither the provisions of Chapter 110C, 110D, or 110F
of the Massachusetts General Laws nor any other antitakeover or simlar
statute or regulation applies to the transactions contenpl ated hereby. The
Conmpany has taken all action necessary to render the Rights issued pursuant to
the ternms of the Conpany's Rights Agreenment inapplicable to the Merger, this
Agreenent, and the other transactions contenpl ated hereby.

HP-000230



ARTI CLE 4
Representati ons and Warranti es of Parent

Parent represents and warrants to the Conpany that, except for
i naccuracies in the representations and warranties resulting from conpliance
by Parent with any of its obligations under this Agreenment or actions taken by
t he Conpany in accordance with Sections 7.01 or 7.02, and except as discl osed
in the Parent Schedul e of Exceptions or the Parent SEC Filings (as defined
herein) filed prior to the date hereof:

SECTION 4.01. Corporate Existence and Power. Parent is a corporation duly
i ncorporated, validly existing and in good standi ng under the | aws of the
State of Delaware. At the Effective Time, Merger Subsidiary will be a
corporation duly incorporated, validly existing and in good standi ng under the
| aws of the Commonweal th of Massachusetts. Parent has all corporate powers
and all governnental |icenses, authorizations, pernits, consents and approvals
required to carry on its business as now conducted, except for those |icenses,
aut hori zations, permts, consents and approvals the absence of which would
not, individually or in the aggregate, have a material adverse effect on
Parent. Parent is duly qualified to do business as a foreign corporation and
is in good standing in each jurisdiction where such qualification is
necessary, except for those jurisdictions where failure to be so qualified
woul d not, individually or in the aggregate, have a material adverse effect on
Parent. Parent has heretofore delivered to the Conpany true and conplete
copies of the certificate of incorporation and byl aws of Parent as currently
in effect. Fromthe date of its incorporation, Merger Subsidiary will not
engage in any activities other than in connection with or as contenpl ated by
this Agreenent.

SECTI ON 4.02. Corporate Authorization. The execution, delivery and
performnce by Parent of this Agreenent and the consummati on by Parent and
Merger Subsidiary of the transactions contenplated hereby are within the
corporate powers of Parent and Merger Subsidiary and have been duly authorized
by all necessary corporate action. This Agreenent constitutes a valid and
bi ndi ng agreenent of Parent.

SECTI ON 4. 03. CGovernnental Authorization. The execution, delivery and
performnce by Parent of this Agreenent and the consummati on by Parent and
Mer ger Subsidiary of the transactions contenplated hereby require no action by
or in respect of, or filing with, any governnental body, agency, official or
authority other than (a) the filing of the Articles of Merger in accordance
with the MBCL, (b conpliance with any applicable requirenents of the HSR Act,
the 1933 Act, the 1934 Act, foreign or state securities or Blue Sky | aws and
the EC Merger Regul ation, and (c) any other filings, approvals or

aut hori zations which, if not obtained, would not, individually or in the
aggregate, have a material adverse effect on Parent or materially inpair the
ability of the Parent or Merger Subsidiary to consunmate the transactions
contenpl ated by this Agreenent.

SECTION 4.04. Non-contravention. The execution, delivery and performance
by Parent of this Agreenent, and the consunmation by Parent and Merger
Subsi diary of the transactions contenpl ated hereby do not and will not (i)
violate the certificate of incorporation or bylaws of Parent or the articles of
organi zati on or bylaws of Merger Subsidiary, (ii) assum ng conpliance with the
matters referred to in Section 4.03, violate any applicable law, rule,
regul ation, judgment, injunction, order or decree, (iii) require any consent
or other action by any person under, constitute a default under, or give rise
to any right of termination, cancellation or acceleration of any right or
obligation of Parent or any of its subsidiaries or to a |loss of any benefit to
whi ch Parent or any of its subsidiaries is entitled under any provision of any
agreenent or other instrument binding upon Parent or any of its subsidiaries
or any license, franchise, permt, certificate, approval or other sinlar
aut hori zation affecting, or relating in any way to, the assets or business of
Parent or any of its subsidiaries or (iv) result in the creation or
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i nposition of any Lien on any asset of Parent or any of its subsidiaries
except, in the case of clauses (ii), (iii) and (iv), for such matters as woul d
not, individually or in the aggregate, have a material adverse effect on
Parent or materially inpair the ability of Parent to consummte the
transacti ons contenplated by this Agreenent.

SECTION 4.05. Capitalization. (a) The authorized capital stock of Parent
consi sts of 3,000, 000,000 shares of Parent Commobn Stock, and 10, 000, 000 shares
of preferred stock, par value $0.01 per share ("Parent Preferred Stock"). No
shares of Parent Preferred Stock have been issued. As of Decenber 31, 1997
(adjusted to reflect the two-for-one stock split with a record date of
Decenmber 31, 1997) there were outstanding 1,518,576,494 shares of Parent
Common St ock, 3,337,354 shares of Parent Common Stock held as treasury shares,
options to purchase an aggregate of 117,172,850 shares of Parent Common Stock
and warrants to purchase an aggregate of 1,050,000 shares of Parent Common
Stock. Al outstanding shares of capital stock of Parent have been duly
aut horized and validly issued and are fully paid and non-assessable. Except
as set forth in this Section and except for changes since Decenber 31, 1997
resulting fromthe transactions contenpl ated hereby, the exercise of stock
options or the grant of stock based conpensation to directors or enployees or
fromthe issuance of stock in connection with a nerger or other acquisition or
busi ness conbi nati on deterni ned by Parent's Board of Directors to be in the
best interests of Parent and its stockhol ders, there are no outstanding (i)
shares of capital stock or voting securities of Parent, (ii) securities of
Parent convertible into or exchangeable for shares of capital stock or voting
securities of Parent or (iii) options or other rights to acquire from Parent

or other obligation of Parent to issue, any capital stock, voting securities
or securities convertible into or exchangeable for capital stock or voting
securities of Parent. There are no outstanding obligations of Parent or any
of its subsidiaries to repurchase, redeem or otherw se acquire any securities
referred to in clauses (i), (ii) or (iii) above.

(b) The shares of Parent Common Stock to be issued as part of the
Mer ger Consi deration have been duly authorized and when i ssued and delivered
in accordance with the terns of this Agreement, will have been validly issued
and will be fully paid and non-assessabl e and the issuance thereof is not
subject to any preenptive or other simlar right.

SECTI ON 4.06. Subsidiaries. (a) Each subsidiary of Parent is a
corporation duly incorporated, validly existing and in good standi ng under the
laws of its jurisdiction of incorporation, has all corporate powers and al
governnmental |icenses, authorizations, pernmts, consents and approvals
required to carry on its business as now conducted, except for those |icenses,
aut horizations, pernmts, consents and approvals the absence of which would
not, individually or in the aggregate, have a material adverse effect on
Parent. Each subsidiary of Parent is duly qualified to do business as a
foreign corporation and is in good standing in each jurisdiction where such
qualification is necessary, except for those jurisdictions where failure to be
so qualified would not, individually or in the aggregate, have a materia
adverse effect on Parent. All material subsidiaries of Parent and their
respective jurisdictions of incorporation are identified in Parent's annua
report on Form 10-K for the fiscal year ended Decenber 31, 1996 ("Parent
10-K").

(b) All of the outstanding capital stock of, or other voting
securities or ownership interests in, each material subsidiary of Parent, is
owned by Parent, directly or indirectly, free and clear of any Lien and free
of any other limtation or restriction (including any restriction on the right
to vote, sell or otherw se dispose of such capital stock or other voting
securities or ownership interests), other than any restrictions inposed under
the 1933 Act. Except as set forth in this Section, there are no outstanding
(i) shares of capital stock or other voting securities or ownership interests
in any of Parent's subsidiaries, (ii) securities of Parent or any of its
subsi diaries convertible into or exchangeable for shares of capital stock or
other voting securities or ownership interests in any of its subsidiaries or
(iii) options or other rights to acquire from Parent or any of its
subsi diaries, or other obligation of Parent or any of its subsidiaries to
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i ssue, any capital stock or other voting securities or ownership interests in,
or any securities convertible into or exchangeable for any capital stock or

ot her voting securities or ownership interests in, any of Parent's

subsi diaries. There are no outstanding obligations of Parent or any of its
subsidiaries to repurchase, redeem or otherw se acquire any of the securities
referred to in clauses (i), (ii) or (ii) above.

SECTION 4.07. SEC Filings. (a) Parent has delivered to the Conpany (i)
its annual report on Form 10-K for its fiscal year ended Decenber 31, 1996
(ii) its quarterly reports on Form 10-Q for its fiscal quarters ended after
Decenmber 31, 1996, (iii) its proxy or information statements relating to
nmeetings of or actions taken without a neeting by Parent's stockhol ders held
since Decenber 31, 1996, and (iv) all of its other reports, statenents,
schedul es and registration statenments filed with the SEC since Decenber 31,
1996 (the docunents referred to in this Section 4.07(a) being referred to
collectively as the "Parent SEC Filings"). The Parent's quarterly report on
Form 10-Q for its fiscal quarter ended Septenber 30, 1997 is referred to
herein as the "Parent 10-Q'.

(b) As of its filing date, each Parent SEC Filing conplied as to form
in all material respects with the applicable requirenents of the 1933 Act and
the 1934 Act.

(¢) As of its filing date, each Parent SEC Filing filed pursuant to
the 1934 Act did not contain any untrue statement of a material fact or onit
to state any nmaterial fact necessary in order to nmake the statenents made
therein, in the light of the circunstances under which they were made, not
m sl eadi ng.

(d) Each such registration statenent as amended or supplenented, if
applicable, filed pursuant to the 1933 Act did not, as of the date such
statenent or anendnent becane effective, contain any untrue statenent of a
material fact or omt to state any nmaterial fact required to be stated therein
or necessary to make the statenments therein not nisleading.

SECTION 4.08. Financial Statenents. The audited consolidated financial
statenments and unaudited consolidated interimfinancial statenments of Parent
included in the Parent SEC Filings fairly present, in conformty with GAAP
applied on a consistent basis (except as may be indicated in the notes
thereto), the consolidated financial position of Parent and its subsidiaries
as of the dates thereof and their consolidated results of operations and cash
flows for the periods then ended (subject to normal year-end adjustnments in
the case of any unaudited interimfinancial statenents). For purposes of this
Agreenent, "Parent Bal ance Sheet" neans the consoli dated bal ance sheet of
Parent as of September 30, 1997 set forth in the Parent 10-Q and "Parent
Bal ance Sheet Date" nmeans Septenber 30, 1997.

SECTI ON 4.09. Disclosure Documents. (a) The registration statenment of
Parent to be filed with the SEC with respect to the offering of Parent Common
Stock, Parent Preferred Stock, if any, and Parent Depositary Shares, if any, in
connection with the Merger (the "Registration Statenment") and any anendments
or supplenents thereto will, when filed, conply as to formin all nmateria
respects with the applicable requirements of the 1933 Act. At the tine the
Regi stration Statement or any amendment or suppl enent thereto becones

effective and at the Effective Tine, the Registration Statenent, as anended or
suppl enented, if applicable, shall not contain any untrue statenent of a
material fact or omit to state a material fact required to be stated therein
or necessary in order to nake the statements contained therein not nisleading.
The foregoing representations and warranties will not apply to statenents or
om ssions included in the Registration Statenent or any anmendment or

suppl enent thereto based upon information furnished to Parent or Merger

Subsi diary by the Conmpany for use therein.

(b) None of the information furnished to the Conpany for use in (or
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i ncorporation by reference in) the Conpany Proxy Statenment or any anmendnent or
suppl ement thereto will contain, at the tinme the Conpany Proxy Statenent or
any anmendnent or supplenment thereto is first mailed to stockhol ders of the
Conpany or at the time the stockhol ders vote on the approval and adoption of
this Agreenent, any untrue statenment of a material fact or omt to state any
mat erial fact necessary in order to make the statenments contained therein, in
the light of the circunstances under which they were nmade, not m sl eadi ng.

SECTI ON 4. 10. Absence of Certain Changes. Since the Parent Bal ance
Sheet Date, the business of Parent and its subsidiaries has been conducted in
the ordinary course consistent with past practices, and there has not been:

(a) any event, occurrence, devel opment or state of circunstances or
facts which would, individually or in the aggregate, have a material adverse
effect on Parent (other than adverse effects resulting fromthe execution and
performance of this Agreenent, changes in general econonic conditions or
general changes in the conputer industry);

(b) any decl aration, setting aside or paynent of any dividend or other
distribution with respect to any shares of capital stock of Parent other than
Parent's quarterly cash dividend, or any repurchase, redenption or other
acquisition by Parent or any of its subsidiaries of any outstandi ng shares of
capital stock or other securities of, or other ownership interests in, the
Parent or any of its subsidiaries;

(c) any change in any nethod of accounting, method of tax accounting
or accounting practice by Parent or any of its subsidiaries, except for any
such change required by reason of a concurrent change in GAAP or Regul ation
S- X pronul gat ed under the 1934 Act;

(d) as of the date hereof, any dammge, destruction or other casualty
| oss (whether or not covered by insurance) affecting the business or assets of
Parent or any of its subsidiaries which would, individually or in the
aggregate, have a material adverse effect on Parent; or

(e) any material |abor dispute, other than routine individua
grievances, or, to the know edge of Parent, any activity or proceeding by a
| abor union or representative thereof to organize any enpl oyees of Parent or
any of its subsidiaries, which enployees were not subject to a collective
bar gai ni ng agreenent at the Parent Bal ance Sheet Date, or any material
| ockouts, strikes, slowdowns, work stoppages or threats thereof by or with
respect to such enpl oyees.

SECTION 4.11. No Undisclosed Material Liabilities. As of the date
hereof, there are no liabilities of Parent or any of its subsidiaries of any
ki nd what soever, whether accrued, contingent, absolute, determ ned,
determ nabl e or otherwi se, and there is no existing condition, situation or
set of circunstances which could reasonably be expected to result in such a
liability, other than:

(a) liabilities or obligations provided for in the Parent Bal ance
Sheet or disclosed in the notes thereto;

(b) other liabilities or obligations, which would not, individually or
in the aggregate, have a material adverse effect on Parent; and

(c) liabilities or obligations under this Agreenent.

SECTION 4.12. Conpliance with Laws and Court Orders. Parent and each of
its subsidiaries is and has been in conpliance with, and to the know edge of
Parent, is not under investigation with respect to and has not been threatened
to be charged with or given notice of any violation of, any applicable |aw,
rule, regulation, judgment, injunction, order or decree, except for such
matters as would not, individually or in the aggregate, have a materi al
adverse effect on Parent.

SECTION 4.13. Litigation. Except as set forth in the Parent SEC Filings
prior to the date hereof, there is no action, suit, investigation, audit, or
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proceedi ng pendi ng against, or to the know edge of Parent threatened agai nst
or affecting, Parent or any of its subsidiaries or any of their respective
properties before any court or arbitrator or any governnental body, agency or
of ficial which would, individually or in the aggregate, have a materi al
adverse effect on Parent.

SECTION 4.14. Finder's Fees. Except for Greenhill & Co. L.L.C. and
Morgan Stanley & Co. |ncorporated, a copy of whose respective engagenent
agreenents have been provided to the Conpany, there is no investnent banker
br oker, finder or other internmediary which has been retained by or is
aut horized to act on behalf of Parent or any of its subsidiaries who m ght be
entitled to any fee or conm ssion in connection with the transactions
contenpl ated by this Agreenent.

SECTI ON 4.15. Taxes. Except as set forth in the Parent Bal ance Sheet
(including the notes thereto) and except as would not, individually or in the
aggregate, have a material adverse effect on Parent, (i) all tax returns,
statenments, reports and fornms (collectively, the "Parent Returns"”) required to
be filed with any taxing authority by, or with respect to, Parent and its
subsi di ari es and each affiliated, conbined, consolidated or unitary group of
whi ch Parent is a menber are true, correct and conpl ete and have been filed in
accordance with all applicable laws; (ii) Parent and its subsidiaries have
timely paid all taxes shown as due and payable on the Parent Returns that have
been so filed (other than taxes which are being contested in good faith and
for which adequate reserves are reflected on the Parent Bal ance Sheet) and, as
of the time of filing, the Parent Returns correctly reflected facts regarding
the income, business, assets, operations, activities and the status of Parent
and its subsidiaries; (iii) Parent and its subsidiaries have made adequate
provision in accordance with GAAP for all taxes payable by Parent and its
subsi diaries for which no Parent Return has yet been filed; (iv) the charges,
accrual s and reserves for taxes with respect to Parent and its subsidiaries
reflected on Parent Bal ance Sheet are adequate under GAAP to cover the tax
liabilities accruing through the date thereof; (v) there is no action, suit,
proceedi ng, audit or claimnow proposed or pending against or with respect to
Parent or any of its subsidiaries in respect of any tax where there is a
reasonabl e possibility of an adverse deternination; (vi) neither the Parent
nor any of its subsidiaries has been a United States real property hol ding
corporation within the nmeaning of Section 897(c)(2) of the Code during the
applicable period specified in Section 897(c)(1)(A)(ii) of the Code; and (vii)
nei ther the Parent nor any of its subsidiaries has been a nenmber of an
affiliated, consolidated, conbined or unitary group other than one of which
t he Parent was the commpn parent.

SECTI ON 4. 16. Enpl oyee Benefit Plans. (a) Each Parent Enpl oyee Pl an, as
herei nafter defined, has been nmaintained in conpliance with its terns and with
the requirenents prescribed by any and all statutes, order, rules and
regul ations (including but not limted to ERI SA and the Code) which are
applicable to such Plan, except where failure to so conmply would not,

i ndividually or in the aggregate, have a material adverse effect on Parent.
For purposes of this Agreenent, "Parent Enployee Plan" shall mean each

mat eri al "Enpl oyee Benefit Plan" as defined in Section 3(3) of ERISA, each
enpl oynent, severance or simlar contract, plan, arrangenent or policy and
each plan or arrangenment, (witten or oral), providing for conpensation
bonuses, profit-sharing, stock option or other stock related rights or other
fornms of incentive or deferred conpensation, vacation benefits, insurance
coverage (including any self-insured arrangenents), health or medica
benefits, disability benefits, workers' conpensation, suppl emental

unenpl oynent benefits, severance benefits and post-enploynent or retirenment

benefits (including conpensation, pension, health, medical or |life insurance
benefits) which is maintained, adm nistered or contributed to by Parent or any
affiliate of Parent and covers any enpl oyee or director or former enployee or
director of Parent or any affiliate of Parent or under which Parent or any
affiliate of Parent has any liability.
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(b) At no tinme has Parent or any person who was at that tine an
affiliate of Parent maintained an enpl oyee benefit plan subject to Title IV of
ERI SA.

(c) Each Parent Enpl oyee Plan which is intended to be qualified under
Section 401(a) of the Code is so qualified and has been so qualified during
the period fromits adoption to date, and each trust formng a part thereof is
exenpt fromtax pursuant to Section 501(a) of the Code

(d) Except as disclosed in witing to the Conpany prior to the date
hereof, there has been no anendnent to, witten interpretation or announcemnent
(whether or not witten) by Parent or any of its affiliates relating to, or
change in enpl oyee participation or coverage under, any Parent Enployee Pl an
whi ch would increase materially the expense of maintaining such Parent
Empl oyee Pl an above the | evel of the expense incurred in respect thereof for
the 12 months ended on the Parent Bal ance Sheet Date.

(e) No director or officer or, to the know edge of Parent, other
empl oyee of Parent or any of its subsidiaries will become entitled to any
retirement, severance or simlar benefit or enhanced or accel erated benefit
solely as a result of the transactions contenplated hereby. Wthout limting
the generality of the foregoing, no anount required to be paid or payable to
or with respect to any enployee of Parent or any of its subsidiaries in
connection with the transactions contenpl ated hereby (either solely as a
result thereof or as a result of such transactions in conjunction wi th any
other event) will be an "excess parachute paynent” wi thin the neaning of
Section 280G of the Code.

SECTION 4.17. Environnental Matters. Except as set forth in the Parent
SEC Filings prior to the date hereof and except as would not, individually or
in the aggregate, have a material adverse effect on Parent,

(i) no notice, notification, demand, request for information,
citation, sumons or order has been received, no conplaint has been filed, no

penal ty has been assessed, and no investigation, action, claim suit,
proceedi ng or review is pending or, to the know edge of Parent, is threatened
by any governnental entity or other person relating to or arising out of any
Envi ronnment al Law;

(ii) Parent is and has been in conpliance with all Environmental Laws
and all Environnental Permits; and

(iii) there are no liabilities of or relating to Parent or any of its
subsi di ari es of any ki nd whatsoever, whether accrued, contingent, absolute,
determ ned, determ nable or otherw se arising under or relating to any
Environnmental Law, and there are no facts, conditions, situations or set of
circunst ances which could reasonably be expected to result in or be the basis
for any such liability.

"Parent” and "its subsidiaries" shall, for purposes of this Section,
include any entity which is, in whole or in part, a corporate predecessor of
Parent or any of its subsidiaries.

SECTI ON 4.18. Purchase Accounting Treatnent. Parent intends that the
Mer ger be accounted for under the "purchase" method of accounting.

SECTION 4.19. Opinion of Financial Advisor. Parent's Board of Directors
has received the opinion of Greenhill & Co. L.L.C. and the opinion of Mrgan
Stanl ey & Co. Incorporated, financial advisors to Parent, to the effect that,
as of the date of this Agreement, the Merger Consideration and the New Parent
Preferred Stock (if the Preferred Stockhol der Approval is obtained) is fair to
Parent's stockholders froma financial point of view, and such opinion has not
been wi t hdrawn.

SECTION 4.20. Patents and Other Proprietary Rights. (a Parent and its
subsi di ari es have rights to use, whether through ownership, licensing or
otherwi se, all patents, trademarks, service marks, trade nanes, copyrights,
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trade secrets, and other proprietary rights and processes of which the Parent
is aware that are material to its business as now conducted (collectively the
"Parent Intellectual Property Rights"). Except for such matters as would not,
i ndividually or in the aggregate, have a material adverse effect on Parent,

(a) Parent and its subsidiaries have not assigned, hypothecated or otherw se
encunbered any of the Parent Intellectual Property Rights and (b) none of the
licenses included in the Parent Intellectual Property Rights purports to grant
sol e or exclusive |licenses to another person, including, without linmtation
sole or exclusive licenses limted to specific fields of use. To the best of
Parent's know edge, the patents owned by Parent and its subsidiaries are valid
and enforceabl e and any patent issuing from patent applications of Parent and
its subsidiaries will be valid and enforceabl e, except as such invalidity or
unenforceability would not, individually or in the aggregate, have a materi al
adverse effect on Parent. Parent has no know edge of any infringenent by any
ot her person of any of the Parent Intellectual Property Rights, and Parent and
its subsidiaries have not, to Parent's know edge, entered into any agreemnent
to indemify any other party against any charge of infringement of any of the
Parent Intellectual Property Rights, except for such matters as woul d not,

i ndividually or in the aggregate, have a material adverse effect on Parent.

To the best of Parent's know edge, Parent and its subsidiaries have not and do
not violate or infringe any intellectual property right of any other person,
and neither Parent nor any of its subsidiaries have received any conmuni cati on
alleging that it violates or infringes the intellectual property right of any
ot her person, except for such matters as would not, individually or in the
aggregate, have a material adverse effect on Parent. Except for such matters
as would not, individually or in the aggregate, have a nmaterial effect on
Parent, Parent and its subsidiaries have not been sued for infringing any
intell ectual property right of another person. None of the Parent

Intellectual Property Rights or other know how relating to the business of
Parent and its subsidiaries, the value of which to Parent is contingent upon
mai nt enance of the confidentiality thereof, has been disclosed by Parent or
any affiliate thereof to any person other than those persons who are bound to
hol d such information in confidence pursuant to confidentiality agreenents or
by operation of |aw.

ARTI CLE 5
Covenants of the Conpany

The Conpany agrees that:

SECTION 5.01. Conduct of the Conpany. The Conpany agrees that fromthe
date hereof until the Effective Time, except with the prior witten consent of
Parent (which shall not be unreasonably wi thheld or delayed), as set forth in
the Conmpany Schedul e of Exceptions or as contenplated by this Agreement, the
Company and its subsidiaries shall conduct their business in the ordinary
course consistent with past practice and shall use their reasonabl e best
efforts to preserve intact their business organizations and relationships with
third parties and to keep available the services of their present officers and
enpl oyees. Wthout Iinmting the generality of the foregoing and subject to the
exceptions set forth in the preceding sentence, fromthe date hereof until the
Ef fective Tine:

(a) the Conpany will not adopt or propose any change in its Articles
of Organi zation or byl aws;

(b) the Conpany will not, and will not permt any of its subsidiaries
to, nerge or consolidate with any other person or acquire a material amunt of
assets of any other person

(¢c) the Conpany will not, and will not permt any of its subsidiaries
to, sell, lease, license or otherw se dispose of any material assets or
property except (i) pursuant to existing contracts or commtnments and (ii) in
the ordinary course consistent with past practice;
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(d) the Conpany will not, and will not permt any of its subsidiaries,
to take any action that would make any representati on and warranty of the
Conpany hereunder inaccurate in any material respect at the Effective Tine;

(e) except in the ordinary course consistent with past practice, the
Company will not, and will not permit any of its subsidiaries to enter into
any |licensing agreenent or other simlar arrangenent with respect to any
Conmpany Intell ectual Property Right;

() the Conmpany will not, and will not permt any of its subsidiaries
to, (i) grant any severance or termnation pay to any current or former
empl oyee, officer or director of the Conpany or any of its subsidiaries, (ii)
i ncrease benefits payabl e under any existing severance or term nation pay
policies or enploynent agreenents, (iii) enter into any enploynment, deferred
conpensation or other sinmlar agreenment (or any anmendnent to any such existing
agreenent) with any current or former director, officer or enployee of the
Conmpany or any of its subsidiaries, (iv) establish, adopt or amend (except as
requi red by applicable | aw) any coll ective bargaini ng, bonus, profit sharing,
thrift, pension, retirenent, deferred conpensation, conpensation, stock
option, restricted stock or other benefit plan or arrangement covering any
current or former director, officer or enployee of the Conpany or any of its
subsidiaries, or (v) increase conpensation, bonus or other benefits payable to
any current or former director, officer or enployee of the Conpany or any of
its subsidiaries, without the prior witten consent of the Parent;

(9) the Conpany will not, and will not permt any of its subsidiaries
to, agree or commt to do any of the foregoing.

SECTI ON 5.02. Stockhol der Meeting; Proxy Material. (a) The Conpany
shall, in accordance with applicable |aw and the Articles of Organization and
byl aws of the Conmpany, cause a neeting of its stockholders (the "Conpany
St ockhol der Meeting") to be duly called and held as soon as reasonably
practicable for the purpose of voting on the approval and adoption of this
Agreement. In connection with such neeting, the Conpany will (i) pronptly
prepare and file with the SEC, use its reasonable best efforts to have cl eared
by the SEC and thereafter mail to its stockholders as pronptly as practicable
t he Conpany Proxy Statenent and all other proxy materials for such neeting,
(ii) use its reasonable best efforts to obtain the necessary approvals by its
st ockhol ders of this Agreenment and the transactions contenpl ated hereby and

(iii) otherwise conply with all legal requirenments applicable to such neeting
The Conmpany may, if it receives a bona fide unsolicited Acquisition Proposa
(as defined herein), delay the filing or maiiling, as the case may be, of the

Conmpany Proxy Statenment or delay the holding of the Conpany Stockhol der
Meeting, in each case for such reasonable period as would provide a reasonable
opportunity for the Conpany's Board of Directors to consider such Acquisition
Proposal and to dissem nate its recomendation with respect to such

Acqui sition Proposal to the Conpany's stockhol ders a reasonable period of tinme
prior to the Conpany Stockhol der Meeting.

(b) Except as provided in the next sentence, the Board of Directors
of the Conpany shall recomrend approval and adoption of this Agreement by the
Company's stockhol ders. The Board of Directors of the Conpany shall be
permtted to withdraw or nodify in a manner adverse to Parent its
reconmendation to its stockholders, but only if and to the extent that (i) an
Acqui sition Proposal has been made prior to the time that the Board of
Directors of the Conpany determnes to withdraw or nodify its reconmendati on,
(ii) the Board of Directors of the Conmpany reasonably concludes in good faith
based on advice fromits outside counsel that failure to make such w thdrawa
or nodification would present a reasonable probability of violating the
fiduciary duties of the Board of Directors under applicable law, and (iii) the
Company shall have delivered to Parent, at |east one business day prior to
such withdrawal or nodification, a witten notice advising Parent that the
Conmpany has received an Acquisition Proposal, identifying the person neking
such an Acquisition Proposal, setting forth the material ternms and conditions
of the Acquisition Proposal and indicating that the Board of Directors
proposes to withdraw or nodify its recomrendati on
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SECTION 5.03. Oher O fers. From the date hereof until the term nation

hereof, the Conmpany and its subsidiaries will not, the Conpany will cause the
officers and directors of the Conpany and any of its subsidiaries not to, and
the Conpany will use reasonable best efforts to cause the financial or |ega

advi sors of the Conpany and its subsidiaries not to, directly or indirectly,
(i) take any action (including, without limtation, redeem ng Rights issued
pursuant to the Rights Agreenent or anending or nodifying in any respect the
Ri ghts Agreenent to facilitate an Acquisition Proposal) to solicit, initiate
or knowi ngly encourage any Acquisition Proposal or (ii) engage in negotiations
with, or disclose any nonpublic information relating to the Conpany or any of
its subsidiaries or afford access to the properties, books or records of the
Company or any of its subsidiaries to, any person that may be considering

maki ng, or has made, an Acquisition Proposal; provided, however, that the
Company may engage in negotiations with, disclose nonpublic information
relating to the Conpany and any of its subsidiaries and afford access to the
properties, books and records of the Conpany and any of its subsidiaries to,
any person who has made an Acqui sition Proposal and take such other actions as
are customarily undertaken in connection with the negotiation and eval uation
and sharehol der consi derations as contenplated by the final sentence of
Section 5.02(b) of an Acquisition Proposal if the Board of Directors of the

Conpany reasonably concludes in good faith based on advice fromits outside
counsel that the failure to take such action would present a reasonable
probability of violating the fiduciary duties of the Board of Directors under
applicable law and, in such case, may al so redeem Ri ghts issued pursuant to
the Rights Agreenment or amend or modify in any respect the Rights Agreenent to
permt another person to effect an Acquisition Proposal; provided further
that, prior to any such negotiations, disclosure of nonpublic information,

af fordi ng of access or taking of other related actions, such person enters
into an agreenent with the Conmpany on ternms substantially identical to the
ternms of the Confidentiality Agreenents as in effect on the date hereof. The
Conpany will pronptly (and in no event |later than 24 hours after receipt of
the rel evant Acquisition Proposal or request for information) notify Parent in
writing of the receipt of any Acquisition Proposal or request for information

(which notice shall identify the person making the Acquisition Proposal or
request and set forth the material terms and conditions thereof). The Conpany
will keep Parent fully informed of the status and details of any Acquisition
Proposal and any request for information. The Conpany shall, and shall cause

its subsidiaries and the directors, officers and financial and |egal advisors
of the Conpany and its subsidiaries to, cease i medi ately and cause to be
terminated all activities, discussions or negotiations, if any, with any
persons conducted heretofore with respect to any Acquisition Proposal

Not wi t hst andi ng any provision of this Section, nothing in this Section shal
prohibit the Conpany or its Board of Directors fromtaking and disclosing to
t he Conpany's stockhol ders a position with respect to an Acquisition Proposa
by a third party to the extent required under the 1934 Act or from maki ng such
di sclosure to the Conmpany's stockhol ders which, in the judgnent of the Board
of Directors with the advice of outside counsel, is required under applicable
| aw;, provided that nothing in this sentence shall affect the obligations of
the Conmpany and its Board of Directors under any other provision of this
Agreenment. For purposes of this Agreenent, "Acquisition Proposal” means any
of fer or proposal for, or any indication of interest in, a merger,
consol i dation or other business combination involving the Conpany or any of
its subsidiaries or the acquisition of any equity interest in, or a
substantial portion of the assets of, the Conpany or any of its subsidiaries,
other than the transactions contenplated by this Agreenent.

ARTI CLE 6
Covenants of Parent

Parent agrees that:

SECTION 6.01. Conduct of Parent. Parent agrees that fromthe date hereof
until the Effective Time, Parent and its subsidiaries shall conduct their
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busi ness in the ordinary course consistent with past practice and shall use
their reasonabl e best efforts to preserve intact their business organi zations
and relationships with third parties and to keep available the services of
their present officers and enployees. Wthout limting the generality of the
foregoi ng, and except with the prior witten consent of the Conpany (which
shall not be unreasonably wi thheld or del ayed), as disclosed in the Parent
Schedul e of Exceptions or as contenplated by this Agreenent, fromthe date
hereof until the Effective Tine:

(a) Parent will not adopt or propose any change in its certificate of
i ncorporation or byl aws;

(b) Parent will not, and will not permt any of its subsidiaries to,
take any action that woul d nake any representation and warranty of Parent
hereunder inaccurate in any material respect at the Effective Tine; and

(c) Parent will not, and will not permt any of its subsidiaries to,
agree or conmit to do any of the foregoing.

SECTION 6.02. Obligations of Merger Subsidiary. Parent will take all
action necessary to incorporate Merger Subsidiary and cause it to performits
obligations under this Agreement and to consummte the Merger on the ternms and
conditions set forth in this Agreenent.

SECTION 6.03. Voting of Shares. Parent agrees to vote all shares of
Conpany Common Stock and Conpany Preferred Stock beneficially owned by it in
favor of adoption of this Agreenent and the conversion of the Conpany Preferred
St ock, respectively, at the Conpany Stockhol der Meeti ng.

SECTI ON 6.04. New Parent Preferred Stock. |If the Preferred Stockhol der
Approval is obtained, (a) the Board of Directors of Parent shall, in
accordance with the Del aware General Corporation Law ("DGCL") and the Parent
Certificate of Incorporation, resolve that shares of New Parent Preferred
Stock be issued to hol ders of Conpany Preferred Stock in the Merger, and (b)
Parent shall execute, acknow edge and file the Parent Certificate of
Designation with the Secretary of State of the State of Delaware in accordance
with the DGCL.

SECTION 6.05. Director and Officer Liability. Parent agrees that al
rareht snari “exectie; ackKnowr'eoge‘ana“irre‘tne rarent certrircate-or”"° "7 "7 °°
Designation with the Secretary of State of the State of Delaware in accordance
with the DGCL.

SECTION 6.05. Director and Officer Liability. Parent agrees that al
rights to excul pation and i ndemification for acts or omni ssions occurring prior
to the Effective Tinme now existing in favor of the current or former directors
or officers (the "Indemified Parties") of the Conmpany as provided in its
Articles of Organization or bylaws or in any agreement disclosed in witing to
Parent prior to the date hereof shall survive the Merger and shall continue in
full force and effect in accordance with their terms. For six years after the

Effective Tine, Parent will and will cause the Surviving Corporation to

i ndemmi fy and hold harm ess the Indemified Parties to the sane extent as such
Indemmified Parties are entitled to indemification pursuant to the preceding
sentence. For six years after the Effective Tinme, Parent shall and shal

cause the Surviving Corporation to maintain in effect the Conpany's directors
and officers' liability insurance covering each such person currently covered
by the Conpany's officers' and directors' liability insurance policy on terns
with respect to coverage and ampbunt no | ess favorable than those of such
policy in effect on the date hereof.

SECTI ON 6. 06. Registration Statenent; Form S-8. Parent shall pronptly
prepare and file with the SEC under the 1933 Act the Registration Statenent
(and Registration Statenments on Form S-8 as necessary to register shares of
Parent Conmon Stock underlying Substitute Options), and shall use its
reasonabl e best efforts to cause the Registration Statenment (and such
Regi stration Statements on Form S-8) to be declared effective by the SEC as
promptly as practicable. Parent shall pronptly take any action required to be
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taken under foreign or state securities or Blue Sky laws in connection with the
i ssuance of Parent Commmon Stock and Parent Preferred Stock (if the Preferred

St ockhol der Approval is obtained) in connection with the Merger or pursuant to
Substitute Options.

SECTI ON 6.07. Stock Exchange Listing. Parent shall use its reasonable
best efforts to cause the shares of Parent Common Stock and, if the Preferred
St ockhol der Approval is obtained, the Parent Depositary Shares, to be issued
in connection with the Merger (and the shares of Parent Conmon Stock
underlying Substitute Options) to be listed on the NYSE, subject to official
notice of issuance.

SECTI ON 6. 08. Enployee Benefits. Parent will inmplenment the arrangenments
previously agreed by the Company and Parent in witing and the Conpany (with
Parent's prior witten consent) shall prior to the Effective Tinme fornalize
such arrangenments. Except with respect to the arrangenments contenpl ated by
the prior sentence and subject to Sections 1.06 through 1.08, Parent agrees to
conti nue each of the Conpany's various conpensation and benefit plans through
June 30, 1998. Parent agrees (1) to work with the Conpany's management with
respect to an appropriate transition of conpensation and benefit programs for
subsequent periods, and (2) to recognize service with the Conpany and its
subsidiaries as service with Parent for all applicable purposes under any
compensation or benefit plan of Parent in which any enpl oyee of the Conmpany or
any of its subsidiaries participates.

SECTI ON 6. 09. Board Candi date. Parent agrees that, imediately follow ng
the Effective Tine, it will (a) increase the size of its Board of Directors
(the "Parent Board") by one, and (b) cause, subject to the follow ng sentence,
t he candi date recommended by the Conpany's Board of Directors imediately prior
to the Effective Time (the "Conpany Candi date") to be elected as a nmenber of

the Parent Board. The Conpany Candi date shall (i) be "independent" as such
termis applied under the corporate governance standards of the Parent Board
and (ii) be otherwi se satisfactory to Parent, in its reasonable judgnent. Such
candi date shall continue to serve as a director of Parent until the first

Annual Meeting of the Parent next following the Effective Time, and, subject

to neeting Parent's corporate governance standards applicable to all director
nom nees, shall be nom nated for reelection (to serve one additional one-year
term at such Annual Meeting by the Parent Board.

ARTI CLE 7
Covenants of Parent and the Conpany

The parties hereto agree that:

SECTION 7.01. Reasonable Best Efforts. Subject to the terms and
conditions of this Agreenment, each party will use its reasonable best efforts
to take, or cause to be taken, all actions and to do, or cause to be done, al
t hi ngs necessary, proper or advisable under applicable | aws and regulations to
consummat e the transactions contenpl ated by this Agreenent.

SECTION 7.02. Filings; Other Action. (a) Subject to the terms and
condi tions herein provided, the Conpany and Parent shall (i) pronptly make
their respective filings and thereafter nmake any ot her required subm ssions
under the HSR Act, (ii) use reasonable best efforts to cooperate with one
another in (A) connection with the preparation of the Conpany Proxy Statenment
and the Registration Statenent, (B) determ ning whether any filings are
required to be made with, or consents, permts, authorizations or approvals are
required to be obtained from any third party, the United States government or
any agencies, departments or instrumentalities thereof or other governnental or
regul atory bodies or authorities of federal, state, local and foreign
jurisdictions in connection with the execution and delivery of this Agreenment
and the consunmation of the transactions contenplated hereby and (C) tinely
maki ng all such filings and tinmely seeking all such consents, permts,
aut hori zations or approvals (including, without limtation, those required, if
any, to conply with the Connecticut Hazardous Waste Establishnent Transfer Act
and the New Jersey Industrial Site Recovery Act), and (iii) subject to Section

HP-000241



7.02(b), use reasonable best efforts to take, or cause to be taken, all other
actions and do, or cause to be done, all other things necessary, proper or
advi sabl e to consummate and make effective the transacti ons contenpl at ed
hereby, including, without limtation, taking all such further action as
reasonably may be necessary to resolve such objections, if any, as the Federa
Trade Conmi ssion, the Antitrust Division of the Department of Justice, state

antitrust enforcenment authorities or conpetition authorities of any other
nati on or other jurisdiction or any other person may assert under relevant
antitrust or competition laws with respect to the transactions contenpl ated
her eby.

(b) Parent and the Conpany agree to take or cause to be taken the
followi ng actions: (i) provide pronptly to governmental entities with
regul atory jurisdiction over enforcement of any applicable antitrust |aws
("Government Antitrust Entity") information and docunents requested by any
Government Antitrust Entity or necessary, proper or advisable to permt
consummati on of the transactions contenplated by this Agreenent; and (ii)
without in any way limting the provisions of Section 7.02(b)(i) above, file
any Notification and Report Form and rel ated material required under the HSR
Act as soon as practicable after the date hereof, and thereafter use its
reasonabl e best efforts to certify as soon as practicable its substantia
conpliance with any requests for additional information or docunmentary
mat erial that may be nade under the HSR Act. Each of the Conpany and Parent
will provide to the other copies of all correspondence between it (or its
advi sors) and any Governnment Antitrust Entity relating to this Agreenent or
any of the matters described in this Section 7.02(b). The Conpany and Parent
agree to use its reasonable best efforts to ensure that all meetings and
reasonable efforts to ensure that all telephonic calls with a Government
Antitrust Entity regarding the transactions contenpl ated hereby or any of the
matters described in this Section 7.02(b) shall include representatives of
each of the Conpany and Parent. Notw thstandi ng any other provision of this
Agreement to the contrary, (i) in connection with seeking such approval of a
Governnmental Antitrust Entity, neither party shall be obligated to conmt to
any divestiture transaction and neither party shall be required to agree to
sell or hold separate, before or after the Effective Time, any of the
Conmpany's or Parent's (or any of their respective subsidiaries') businesses,
product lines, properties or assets, or agree to any changes or restrictions
in the operation of such businesses, product |ines, properties or assets, or
take any other action if such divestiture, such restrictions or such other
actions would, individually or in the aggregate, materially adversely affect
Parent and the Conpany, taken as a whole, and (ii) no failure to obtain
term nation of the waiting period under the HSR Act shall be deenmed to be a
breach hereunder by Parent or the Conpany.

SECTION 7.03. Public Announcenents. Parent and the Conpany wi |l consult
with each other before issuing any press rel ease or making any public
statenment with respect to this Agreenent or the transactions contenpl ated
hereby and, except as may be required by applicable Iaw or any listing
agreenent with any national securities exchange, will not issue any such press
rel ease or make any such public statement prior to such consultation

SECTION 7.04. Further Assurances. At and after the Effective Tinme, the
officers and directors of the Surviving Corporation will be authorized to
execute and deliver, in the nane and on behal f of the Conpany or Merger

Subsi di ary, any deeds, bills of sale, assignnents or assurances and to take
and do, in the nane and on behalf of the Conmpany or Merger Subsidiary, any

ot her actions and things to vest, perfect or confirmof record or otherw se in
the Surviving Corporation any and all right, title and interest in, to and
under any of the rights, properties or assets of the Conpany acquired or to be
acquired by the Surviving Corporation as a result of, or in connection with,

t he Merger.

SECTION 7.05. Notices of Certain Events. Each of the Conmpany and Parent
Shall promptly notify the other party hereto of:
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(a) any notice or other communication from any person alleging that
the consent of such person is or may be required in connection with the
transactions contenplated by this Agreenent;

(b) any notice or other comunication from any governnental or
regul atory agency or authority in connection with the transactions
contenpl ated by this Agreenent; and

(¢c) any actions, suits, claims, investigations or proceedings
commenced or, to its know edge threatened against, relating to or involving or
ot herwi se affecting such party that, if pending on the date of this Agreenent,
woul d have been required to have been discl osed pursuant to Section 3.12,
3.13, 3.17, 4.12, 4.13 or 4.17 (as the case may be) or that relate to the
consummuati on of the transactions contenpl ated by this Agreenent.

SECTION 7.06. Affiliates. The Conpany shall, prior to the Effective
Time, deliver to Parent a letter identifying all known persons who are, at the
time of the Conpany Stockhol der Meeting, in the Conpany's reasonabl e judgnent,
"affiliates" of the Conpany under Rule 145 of the 1933 Act. The Conpany shal
furnish such informati on and docunments as Parent nmay reasonably request for
t he purpose of reviewi ng such list. The Conpany shall use its reasonabl e best
efforts to obtain a witten agreenent in customary form from each person who
may be so deened as soon as practicable and, in any event, prior to the
Ef fective Tine.

SECTION 7.07. Access to Information; Confidentiality. (a) Fromthe date
hereof until the Effective Tinme, the Conpany and Parent will give to the other
party, its counsel, financial advisors, auditors and other authorized
representatives reasonable access to the offices, properties, books and
records of such party, furnish to the other party and its representatives
such financial and other data and information as such party and its
representatives nmay reasonably request and instruct its own enployees and
representatives (including, without limitation, insurance agents and
underwriters) to cooperate with the other party in its investigations. Any
i nvestigation pursuant to this Section shall be conducted in such manner as

not to interfere unreasonably with the conduct of the business of the Conpany
and Parent, as the case nmay be. No investigation pursuant to this Section
shal|l affect any representation or warranty nmade by any party hereunder

(b) All information obtained by Parent or the Conpany pursuant to
this Section shall be kept confidential in accordance with, and shall
ot herwi se be subject to the ternms of, the two Confidentiality Agreenents,
dat ed Decenber 1, 1997 between Parent and the Conpany (the "Confidentiality
Agreements").

ARTI CLE 8
Conditions to the Merger

SECTION 8.01. Conditions to the Obligations of Each Party. The
obli gations of the Conpany, Parent and Merger Subsidiary to consunmate the
Merger are subject to the satisfaction of the follow ng conditions:

(a) this Agreement shall have been approved and adopted by the
requisite affirmative vote of the holders of Conpany Commopn Stock in
accordance with the Conpany's Articles of Organization and the MBCL

(b) any applicable waiting period under the HSR Act and the EC Merger
Regul ation relating to the Merger shall have expired or been termn nated;

(¢) no provision of any applicable |law or regul ati on and no judgnment,
i njunction, order or decree of a court of conpetent jurisdiction shal
prohibit the consummti on of the Merger
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(d) the Registration Statenent shall have been declared effective
under the 1933 Act and no stop order suspending the effectiveness of the
Regi stration Statement shall be in effect and no proceedi ngs for such purpose
shall be pending before or threatened by the SEC;

(e) the shares of Parent Commopn Stock to be issued in the Merger (as
well as the shares of Parent Conmon Stock to be issued upon exercise of
Substitute Options) and the Parent Depositary Shares (if the Preferred
St ockhol der Approval shall have been obtained) shall have been approved for
listing on the NYSE, subject to official notice of issuance; and

() if the Preferred Stockhol der Approval shall have been obtained
Parent shall have executed, acknow edged and filed the Parent Certificate of
Desi gnation in accordance with the DGCL.

SECTION 8.02. Conditions to the Obligations of Parent and Merger
Subsi di ary. The obligations of Parent and Merger Subsidiary to consummte the
Merger are subject to the satisfaction of the follow ng further conditions: the
Conpany shall have perfornmed in all material respects all of its obligations
hereunder required to be perfornmed by it at or prior to the Effective Tine, the
representations and warranties of the Conmpany contained in this Agreenent and
in any certificate or other witing delivered by the Conpany pursuant hereto
shall be true in all material respects at and as of the Effective Time as if
made at and as of such tine and Parent shall have received a certificate
signed by an executive officer of the Conpany (which certificate shall not
i npose any personal liability on such officer) to the foregoing effect.

SECTION 8.03. Conditions to the Obligations of the Conpany. The
obligations of the Conmpany to consummate the Merger are subject to the
satisfaction of the following further conditions: Parent shall have perforned
in all material respects all of its obligations hereunder required to be
performed by it at or prior to the Effective Tine, the representations and
warranti es of Parent contained in this Agreement and in any certificate or
other witing delivered by Parent pursuant hereto shall be true in all materia
respects at and as of the Effective Tine as if nade at and as of such tinme and
t he Conmpany shall have received a certificate signed by an executive officer of
Parent (which certificate shall not inpose any personal liability on such
officer) to the foregoing effect.

ARTI CLE 9
Term nati on

SECTION 9.01. Ternination. Notw thstanding anything contained in this
Agreenent to the contrary, this Agreenent may be term nated and the Merger may
be abandoned at any time prior to the Effective Tinme (notw thstanding any
approval of this Agreenent by the Board of Directors of the Conpany or Parent
or the stockhol ders of the Conmpany):

(a) by nutual witten agreenent of the Conpany and Parent;
(b) by either the Conpany or Parent, if
(i) the Merger has not been consummated on or before Novenber 1,

1998; provided that the right to termnate this Agreenent pursuant to this
clause 9.01(b)(i) shall not be available to any party whose breach of any
provi sion of this Agreement results in the failure of the Merger to be
consummat ed by such tine;

(ii) there shall be any law or regul ation that nakes consummtion of
the Merger illegal or otherw se prohibited or if any judgnent, injunction,
order or decree enjoining any party from consumuating the Merger is entered
and such judgnent, injunction, order or decree shall have becone final and
non- appeal abl e; provided, that the party seeking to ternminate this Agreenent
pursuant to this clause 9.01(b)(ii) shall have used its reasonabl e best
efforts to renove such injunction, order or decree; or

HP-000244



(iii) t he Common Stockhol der Approval shall not have been obtai ned by
reason of the failure to obtain the required vote at a duly held neeting of
st ockhol ders or any adj ournment thereof; or

(c) by Parent, if (x) the Board of Directors of the Conpany shal
have wi thdrawn or nodified in a manner adverse to Parent its approval or
recommendati on of the Merger or (y) there shall have been any material breach
of any provision of Section 5.02(a) or 5.03.

The party desiring to term nate this Agreement pursuant to this Section
9.01 (other than pursuant to Section 9.01(a)) shall give notice of such
term nation to the other party.

SECTION 9.02. Effect of Termination. |If this Agreenent is terninated
pursuant to Section 9.01, this Agreement shall becone void and of no effect
with no liability on the part of any party hereto, except that (i) the
agreenments contained in Sections 7.07(b), 10.04, 10.05, 10.06, 10.07 and 10.08
shall survive the term nation hereof and (ii) no such term nation shal
rel ease any party of any liabilities or danages resulting fromany wllful or
grossly negligent breach by that party of any provision of this Agreenent.

ARTI CLE 10
M scel | aneous

SECTI ON 10.01. Notices. All notices, requests and other conmunications
to any party hereunder shall be in witing (including facsimle transm ssion)
and shall be given,

if to Parent or Merger Subsidiary, to:

J. David Cabello, Esq.

Seni or Vice President

Ceneral Counsel and Secretary
Compag Conput er Cor poration
20555 SH 249

Houston, TX 77070

Fax: 281-518-8209

with a copy to:

Davi s Pol k & War dwel

450 Lexi ngton Avenue

New York, New York 10017

Fax: (212) 450-4800
Attention: Chris Mayer, Esq.

if to the Conpany, to:

Thomas C. Siekman, Esq.

Seni or Vice President and Ceneral Counse
Di gi tal Equi pment Cor poration

111 Powder M| Road

Maynard, MA 01754-1499

Fax: (978) 493-7374

with a copy to:

Skadden, Arps, Slate, Meagher & Flom LLP
919 Third Avenue

New York, New York 10022

Fax: (212) 735-2000

Attention: Roger S. Aaron, Esq.

or such other address or fax nunber as such party may hereafter specify for
the purpose by notice to the other parties hereto. All such notices, requests
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and ot her communi cations shall be deenmed received on the date of receipt by
the recipient thereof if received prior to 5 p.m in the place of receipt and
such day is a business day in the place of receipt. O herw se, any such

noti ce, request or communication shall be deened not to have been received
until the next succeedi ng business day in the place of receipt.

SECTI ON 10. 02. Survival of Representations and Warranties. The
representations and warranti es and agreenents contai ned herein and in any
certificate or other witing delivered pursuant hereto shall not survive the
Effective Tinme except for the agreenents set forth in Sections 6.05, 6.08,
6.09, 7.07(b), 10.05, 10.06, 10.07 and 10. 08.

SECTI ON 10. 03. Anendnents; No Waivers. (a) Any provision of this
Agreenent nmay be anended or waived prior to the Effective Time if, but only
if, such amendnent or waiver is in witing and is signed, in the case of an
amendnment, by each party to this Agreenment or in the case of a waiver, by the
party agai nst whom the waiver is to be effective; provided that after the
adoption of this Agreenent by the hol ders of Conpany Common Stock, no such
amendnment or waiver shall, w thout the further approval of such stockhol ders,
reduce the ampunt or change the kind of consideration to be received in
exchange for any shares of capital stock of the Conpany.

(b) No failure or delay by any party in exercising any right, power
or privilege hereunder shall operate as a waiver thereof nor shall any single
or partial exercise thereof preclude any other or further exercise thereof or
the exercise of any other right, power or privilege. The rights and renedies
herein provided shall be cunul ative and not exclusive of any rights or
remedi es provided by | aw.

SECTI ON 10. 04. Expenses. (a) Except as otherwi se provided in this
Section, and except for all transfer taxes which shall be paid by the Conpany,
all costs and expenses incurred in connection with this Agreenent shall be
paid by the party incurring such cost or expense

(b) The Conpany agrees to pay Parent in i mediately avail able funds
by wire transfer an anount equal to $240 nillion (the "TERM NATION FEE") if:

(i) this Agreenment is term nated by Parent pursuant to Section
9.01(c);

(ii) (A) prior to the termnation of this Agreenent, a bona fide
Acqui sition Proposal is conmenced, publicly proposed or publicly disclosed and
(B) this Agreenent is term nated by the Conmpany pursuant to Section 9.01(b) (i)
or by the Conpany or Parent pursuant to Section 9.01(b)(iii); or

(iii) (A) this Agreement is term nated by Parent pursuant to Section
9.01(b) (i), (B) the Company Stockhol der Meeting shall not have been held prior

to the date of such term nation, and (C) the Conpany shall have del ayed the
hol di ng of the Conpany Stockhol der Meeting pursuant to the final sentence of
Section 5.02.

The Conmpany shall pay the Term nation Fee pronptly, but in no event |ater
than two business days, after the term nation of this Agreement pursuant to
clause (i), (ii) or (iii) above. Notw thstanding the previous sentence, in
the event of a term nation of the Agreenment by Parent pursuant to clause (ii)
or (iii) above, 50% of the Ternination Fee shall be payable at the tine set
forth in the inmediately precedi ng sentence and 50% of the Ternination Fee
shal |l be payable concurrently with the consummati on of a Significant

Acqui sition Proposal within 12 nonths of the termination of this Agreenent.
"Significant Acquisition Proposal™ means an Acquisition Proposal involving the
acquisition of at |east 50% of the Conmpany Commpn Stock or at |east 50% of the
assets of the Conpany.

(c) The Conpany agrees to pay Parent in imediately avail able funds
by wire transfer an anount equal to Parent's reasonabl e expenses incurred in
connection with this transaction (but not to exceed $25 million) if (x) this

Agreenent shall have been term nated pursuant to Section 9.01(b)(i), (y) any
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representation or warranty made by the Conpany in this Agreement shall not
have been true and correct as of the date hereof, and (z) the condition in
Section 8.02 relating to representations and warranties shall not have been
satisfied; provided, however, that in no event shall any paynent be due
pursuant to this subsection (c) in the event that a Term nation Fee is payable
pursuant to subsection (b) above. Such paynent shall be made pronptly, and in
no event later than two busi ness days, after such term nation

(d) Parent agrees to pay the Conpany in inmediately avail abl e funds
by wire transfer an anmount equal to the Conpany's reasonabl e expenses incurred
in connection with this transaction (but not to exceed $25 million) if (x)
this Agreenent shall have been term nated pursuant to Section 9.01(b) (i), (y)
any representation or warranty nmade by Parent in this Agreenent shall not have
been true and correct as of the date hereof, and (z) the condition in Section
8.03 relating to representations and warranties shall not have been satisfied.
Such payment shall be made pronmptly, and in no event later than two business
days, after such term nation.

SECTI ON 10. 05. Successors and Assigns. The provisions of this Agreenent
shall| be binding upon and inure to the benefit of the parties hereto and their
respective successors and assigns; provided that no party nay assign, del egate
or otherwi se transfer any of its rights or obligations under this Agreenent
wi t hout the consent of each other party hereto, except that Parent or Merger
Subsi diary may transfer or assign, in whole or fromtinme to time in part, to
one or nmore of their affiliates, the right to enter into the transactions
contenpl ated by this Agreenent, but any such transfer or assignnment will not
relieve Parent or Merger Subsidiary of its obligations hereunder

SECTI ON 10.06. Governing Law. This Agreenment shall be governed by and
construed in accordance with the law of the State of New York, except that the
Merger shall be governed by the | aw of Massachusetts.

SECTI ON 10.07. Jurisdiction. Any suit, action or proceeding seeking to
enforce any provision of, or based on any matter arising out of or in
connection with, this Agreenment or the transactions contenplated hereby my be
brought in any federal or state court located in the City of New York, Borough
of Manhattan, and each of the parties hereby consents to the jurisdiction of
such courts (and of the appropriate appellate courts therefrom) in any such
suit, action or proceeding and irrevocably waives, to the fullest extent
permitted by |aw, any objection which it may now or hereafter have to the
| aying of the venue of any such suit, action or proceeding in any such court
or that any such suit, action or proceeding which is brought in any such court
has been brought in an inconvenient forum Process in any such suit, action
or proceeding my be served on any party anywhere in the world, whether within
or without the jurisdiction of any such court. Wthout |imting the
foregoi ng, each party agrees that service of process on such party as provided
in Section 10.01 shall be deened effective service of process on such party.

SECTI ON 10. 08. Waiver of Jury Trial. EACH OF THE PARTI ES HERETO HEREBY
| RREVOCABLY WAI VES ANY AND ALL RIGHT TO TRI AL BY JURY I N ANY LEGAL PROCEEDI NG
ARI SI NG OUT OF OR RELATED TO THI S AGREEMENT OR THE TRANSACTI ONS CONTEMPLATED
HEREBY.

SECTI ON 10. 09. Counterparts; Effectiveness. This Agreenent may be signed
in any number of counterparts, each of which shall be an original, with the
sane effect as if the signatures thereto and hereto were upon the sane
i nstrument. This Agreenent shall becone effective when each party hereto
shal | have received counterparts hereof signed by all of the other parties
hereto. Except for Sections 1.06, 1.07, 1.08 and 6.08, which shall not be
effective until the Effective Tinme, no provision of this Agreenment is intended
to confer upon any person other than the parties hereto any rights or remedies
her eunder.

SECTI ON 10.10. Entire Agreenent. This Agreenent and the Confidentiality
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Agreenents constitute the entire agreenment between the parties with respect to
the subject matter of this Agreement and supersedes all prior agreenments and
under st andi ngs, both oral and written, between the parties with respect to the
subject matter hereof and thereof.

SECTI ON 10. 11. Captions. The captions herein are included for
conveni ence of reference only and shall be ignored in the construction or
interpretation hereof.

SECTI ON 10.12. Severability. |If any term provision, covenant or
restriction of this Agreenent is held by a court of conpetent jurisdiction or
other authority to be invalid, void or unenforceable, the remainder of the
ternms, provisions, covenants and restrictions of this Agreenent shall remain
in full force and effect and shall in no way be affected, inpaired or
i nval idated so long as the econonic or |egal substance of the transactions
contenpl ated hereby is not affected in any manner nmaterially adverse to any
parts. Upon such a determ nation, the parties shall negotiate in good faith
to nodify this Agreenent so as to effect the original intent of the parties as
closely as possible in an acceptable manner in order that the transactions
contenpl ated hereby be consummted as originally contenplated to the fullest
ext ent possi bl e.

SECTI ON 10.13. Merger Subsidiary. As soon as practicable hereafter,
Parent shall cause Merger Subsidiary to become a party to this Agreement in
accordance with the terms and provisions of the MBCL. Parent and the Conpany
each hereby agree that Merger Subsidiary shall becone a party to this
Agreenent upon the execution and delivery to Parent and the Conpany of a
suppl enental agreenent neeting the requirenents of the MBCL without any
further action on the part of either Parent or the Conpany.

SECTI ON 10.14. Specific Performance. The parties hereto agree that
i rreparabl e damage woul d occur in the event any provision of this Agreenent
was not perforned in accordance with the terns hereof and that the parties
shall be entitled to specific performance of the terns hereof in addition to
any other renedy to which they are entitled at law or in equity.

SECTI ON 10.15. Definition and Usage. (a) For purposes of this
Agr eenment :

"affiliate" means, with respect to any person, any other person directly
or indirectly controlling, controlled by, or under commopn control with such
per son.

"know edge" of any person which is not an individual neans the know edge
of such person's officers after reasonable inquiry.

"material adverse effect" means, when used in connection with Parent or
t he Conmpany, any change, effect, event, occurrence or state of facts that has
had, or woul d reasonably be expected to have, a material adverse effect on the
busi ness, operations, financial condition or results of operations of Parent
and its subsidiaries, taken as a whole, or the Conmpany and its subsidiaries,
taken as a whole, as the case may be.

"of ficer" means any executive officer of Parent or the Conpany, as
applicable, within the nmeaning of Rule 3b-7 of the 1934 Act.

"person" means an individual, corporation, partnership, linmted liability
conpany, association, trust or other entity or organization, including a
governnment or political subdivision or an agency or instrunentality thereof.

"subsi di ary" neans, with respect to any person, any entity of which
securities or other ownership interests having ordinary voting power to elect a
majority of the board of directors or other persons performng simlar
functions are at any tinme directly or indirectly owned by such person.

"taxes" means any and all federal, state, local, foreign or other taxes
of any kind (together with any and all interest, penalties, additions to tax
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and additional amounts inmposed with respect thereto) inposed by any taxing

authority, including, without limtation, taxes or other charges on or wth
respect to incone, franchises, windfall or other profits, gross receipts,
sal es, use, capital stock, payroll, enploynment, social security, workers'

conmpensati on, unenpl oynent conpensation, or net worth, and taxes or other
charges in the nature of excise, withholding, ad val orem or val ue added.

A reference in this Agreenment to any statute shall be to such statute as
amended fromtime to tine, and to the rules and regul ations pronul gated
t her eunder.

(b) Each of the following ternms is defined in the Section set forth
bel ow:
1933 Act 3.03
1934 Act 3.03
Acqui sition Proposal 5.03
Articles of Merger 1.01(b)
Articles of Organization 1. 03(b)
Cash Consi deration 1.03(a)
Certificates 1.05(a)
Cl osi ng 1.13
Cl osing Date 1.13
Code 1.06
Common St ock Consi deration 1.03(a)
Common St ockhol der Approval 1.02
Company 10-K 3.06(a)
Conpany 10-Q 3.07(a)(iv)
Conpany Bal ance Sheet 3.08
Company Bal ance Sheet Date 3.08
Conpany Candi dat e 6. 09
Company Common St ock 1.02
Conpany Depositary Shares 1.03(b)
Company Enpl oyee Pl ans 3.16(a)
Conpany Intellectual Property Rights 3.20
Company Preferred Stock 1.02
Conpany Proxy Statenment 3.09(a)
Conpany Returns 3.15
Company SEC Filings 3.07(a)(iv)
Company St ock 1.02
Company St ockhol der Meeti ng 5.02(a)
Confidentiality Agreenents 7.07(b)
Deposit Agreenent 1.03(b)
DGCL 6. 04
Di ssenti ng Hol der 1.04(a)
EC Merger Regul ation 3.03
Ef fective Tine 1.01(b)
Envi ronnent al Laws 3.17(b)
Envi ronnental Pernits 3.17(b)
ERI SA 3.16(a)
Exchange Agent 1. 05(a)
Exchange Agent Agreement 1.10
GAAP 3.08
Governnent Antitrust Entity 7.02(hb)
HSR Act 3.03
I ndemmi fied Parties 6. 05
Li en 3.04
MBCL 1.01(a)
Mer ger 1.01
Mer ger Consi deration 1.03(a)
Mer ger Subsi diary 1.01
New Parent Preferred Stock 1.03(b)
NYSE 1.10
Parent 10-K 4.06(a)
Parent 10-Q 4.07(a)(iv)
Par ent Bal ance Sheet 4.08
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Par ent Bal ance Sheet Date

Parent Board

Parent Certificate of Designation
Parent Common St ock

Parent Depositary Shares

Par ent Enpl oyee Pl an

Parent Intellectual Property Rights
Parent Preferred Stock

Parent Returns

Parent SEC Filings

Preferred Stockhol der Approva
Regi stration Statenent

Ri ght s

Ri ght s Agr eenent

SEC

Significant Acquisition Proposa
Substitute Option

Superior Proposa

Survi ving Corporation

Term nati on Date

Term nati on Fee

.09

. 03(b)

. 03(a)

. 03(b)

16

20

. 05(a)

15

.07(a) (iv)
02

.09(a)
. 03(a)
.03(a)
.07(a) (iv)

WRPRPARRMAMRMRADRPRO

. 06
.03
.01(a)
. 07
. 04

oORr R UR

=Y

IN WTNESS WHEREOF, the parties hereto have caused this Agreenent to be
duly executed under seal by their respective authorized officers as of the day

and year first above witten.

DI G TAL EQUI PMENT CORPORATI ON

By:/s/ Robert B. Pal ner

Robert B. Pal mer

Chai rman of the Board,
Vi ce President and
Chi ef Executive O ficer

By:/s/ Vincent J. Muill arby

Vincent J. Muill arby
Assi st ant Treasurer

COVPAQ COMPUTER CORPORATI ON

By:/s/ Eckhard Pfeiffer

Eckhard Pfeiffer
Presi dent and
Chi ef Executive O ficer
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